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How  does  National  Geographic  take  its  readers  and  viewers  to  the  four  corners  of  the  globe?  With  the 
help  of  an  expert  guide  called  FileMaker"  Pro.  With  its  intuitive  interface,  FileMaker  Pro  allowed  National 
Geographic  to  create  custom  databases  that  help  them  manage  their  magazine  and  television  productions. 
Editors  can  generate  contracts  for  writers  and  photographers  in  an  instant.  Television  producers  can  track 
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schedules  with  a  simple  browser  interface.  And  international  partners  can  get  vital 
information  over  the  Internet  from  anywhere  in  the  world.  Plus,  FileMaker  integrates 
with  Microsoft  Office  and  supports  XML,  JDBC  and  ODBC.  To  learn  more,  take 
a  quick  trip  to  www.filemaker.com  or  call  800-325-2747.  What’s  your  problem?  “ 
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intel.com 


Over  13  billion  transistors  are  etched  onto  a  single  wafer  containing  Inter  Itanium®  2  processors. 


Can  a  company  that  doesn’t 
make  computers  change 
the  course  of  computing  history? 

Intel’s  first  processor  held  2,300  transistors.  There  are  55  million  on  the  newest  Intel®  Pentium®  4  processor. 


intel.com 


It’s  happened  all  through  PC  history. 

Now  it  happens  in  the 
data  center  -  where  Intel  combines 
enterprise  processing  power 
with  true  Intel  flexibility.  Processors 
this  powerful  come  from  innovation,  engineering 

and  what  we  call  “Yes”: 
the  drive  that’s  helped  Intel  advance 
technology  for  over  30  years. 


The  Intel  clean-room  environment:  where  computing  history  is  made.  Literally. 

This  unyielding  commitment 
has  allowed  us  to  consistently  increase 
computing  performance  while 
reducing  your  technology  costs.  The  result: 
88%  of  the  world’s  servers  now  say 

Intel  Inside: 


Powerful  and  cost-effective 
servers  to  run  the 
broadest  range  of  applications. 


High-performance  technology 
for  the  most  data-intensive 
business-critical  applications. 
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And  now,  a  few  words 
about  data  back  up: 


For  the  tech  crowd: 

BrightStor™  Storage  Software 

More.  More.  And  now.  These  are  the  words  most  frequently 
associated  with  storage  needs.  The  explosion  in  web  activity, 
the  perpetually  increasing  number  of  applications  coming 
out  that  require  larger  databases  and  the  spiraling  complexity 
of  enterprise  storage  solutions  has  increased  the  demand  for 
immediate  solutions  to  growing  storage  problems. 

That's  why  there's  BrightStor  from  Computer  Associates  (CA). 
The  most  comprehensive  family  of  storage  solutions  on  the 
market,  BrightStor  solutions  are  completely  and  totally  open. 
Which  means  that  unlike  most  vendors,  who  are  focused 
solely  on  their  individual  solutions,  BrightStor  brings  multi¬ 
vendor  systems  and  the  environment  together  seamlessly. 

What  does  this  mean  for  you?  It  means  optimization  of 
resources  across  all  platforms  and  storage  types.  It  means  a 
greater  understanding  of  your  storage  resources  and  how  to 
best  allocate  them  to  fit  your  needs.  And  it  means  a  lower 
total  cost  of  ownership. 

Specifically,  BrightStor  provides  you  with  unparalleled  data 
protection,  real-time  data  availability,  and  the  ability  to  view, 
manage,  and  monitor  your  resources  from  a  central  location. 
And  BrightStor  is  the  only  software  of  its  kind  that 
incorporates  CA's  portal  technology  — the  leading  portal 
solution  on  the  market. 

Why  rely  on  Computer  Associates?  Because  we're  a 
completely  independent  software  company  with  over 
25  years  of  experience.  That's  how  we  got  to  be  the 
software  management  experts.  And  that's  why  99%  of 
the  Fortune  500®  rely  on  our  software. 

We  know  that  storage  is  no  longer  just  backing  up  what  you 
already  have.  It's  facilitating  integration  with  every  aspect  of 
your  entire  eBusiness.  It's  leveraging  all  of  your  existing 
capabilities  to  maximize  your  resources  enterprise-wide.  And, 
most  important,  it's  using  what  you  have  to  find  future 
opportunities  and  capitalize  on  them. 


For  everybody  else: 

Reliable  =  Good. 
Unreliable  =  Bad. 


Computer  Associates™ 


HELLO  TOMORROW11 


WE  ARE  COMPUTER  ASSOCIATES 


THE  SOFTWARE  THAT  MANAGES  eBUSINESST‘ 


ca.com/brightstor/storage 
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Columns 

TOTAL  LEADERSHIP 
Error!  Error!  I  34 

Four  steps  to  recovering  from  a  mistake. 
By  Patricia  Wallington 

PEER  TO  PEER 

The  Job-Hunting  Abyss  I  38 

When  it  comes  to  changing  careers, 
sometimes  you  have  to  leap  and  trust 
you’ll  land  smoothly.  But  the  process 
itself  can  be  enervating. 

By  William  Crowell 

Sections 

TRENDLINES  I  22 

Microsoft  gets  serious  about  consulting; 
Whatever  happened  to  the  CTO?;  The 
lowdown  on  security  response  centers. 

And  more 

BY  THE  NUMBERS  I  26 

Discover  the  benefits  of  smart  outsourcing. 
ON  THE  MOVE  I  30 

CIOs  on  the  go — see  where  your 
IT  peers  are  working  now. 


HOTSEAT  I  82 

Your  Guide 
to  Managing 

Motivational  Speech 

How  to  keep  your  employees  focused  on 
IT  rather  than  layoffs. 

By  Eric  Berkman 

Management  Briefs  I  86 

Recruiting  tips  for  tough  times. 

Leadership  Agenda  I  88 

Organizational  physics:  The  fundamental 
laws  of  projects.  By  Susan  H.  Cramm 


EMERGING  TECHNOLOGY  I  70 

Dropping  costs  and  simplified  usage 
makes  GIS  a  mainstream  tool. 

By  Daintry  Duffy 

UNDER  DEVELOPMENT  I  76 

Industrial  equipment  can  now  speak 
when  spoken  to. 

COMPANY  TO  WATCH  I  78 

Expand  Beyond  helps  database 
admins  go  mobile. 

PUNDIT  I  80 

Cable  and  DSL  broadband  vendors 
need  to  shut  up  and  start  delivering. 

By  Bud  Bates 


Hank  Zupnick,  CIO  of  GE  Capital  Real  Estate:  Once 
the  economy  rebounds,  IT  employees  will  remember 
how  you  treated  them  when  times  were  tough. 


In  Every  Issue 

FROM  THE  EDITOR 
Shades  of  Gray  I  10 

Serving  as  a  vendor  reference  is 
dangerous — for  your  career  and  your 
company.  By  Abbie  Lundberg 

INBOX  !  14 

Reader  feedback 

INDEX  I  95 

EXECUTIVE  SUMMARY  I  96 

Abstracts  of  all  the  feature  stories  found 
in  this  issue. 


“When  someone  reporting  to  you  makes  a 
major  mistake,  it  can  threaten  more  than  your 
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ramifications  for  the  entire  organization.” 
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More  than  half  of  the  Fortune  100  run 
Oracle  as  their  primary  database. 
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or  call  1.800.633.1062 
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WEB  .. 
connections 

Interactive  features  from  August  1  through  August  14 


TALK  BACK 

Have  you  been  snookered  by 
tainted  endorsements? 

In  The  Truth  About  Customer 
References,  Page  42,  Senior  Writer 
Sarah  Scalet  throws  the  klieg  lights 
on  the  shadowy  world  of  those  who 
say  nice  things  about  vendors.  Are 
you  now  or  have  you  ever  been  a 
customer  reference? 


The  Darwinmag.com  Connection 

The  following  articles  from  CIO’s  online  sister  publi¬ 
cation  relate  to  current  CIO  stories  and  will  help  your 
colleagues  get  the  technology  lowdown. 

CIO's  Ready,  Aim,  Hire  (Page  50)  gives  seven  tips 
on  how  to  get  the  jump  on  the  coming  IT  staffing 
crunch.  Darwinmag's  Managing  Einsteins  tells  how 
to  achieve  point  number-one  by  nurturing  your 
valued  staff. 

CIO’s  Your  Place  or  Mine?  (Page  62)  covers  the 
retailers  that  have  integrated  their  clicks  with  their 
bricks.  Darwinmag’s  Making  Use  of  Ail  That  Data 
covers  the  path  to  that  integration— through  the 
successful  use  of  point-of-sale  data. 

Find  these  articles  on  www.darwinmag.com  or  go 
to  www.cio.com/printlinks. 


READ  MORE 

Staffing  Strategies 

The  time  is  right— believe  it  or  not— to  start  lining  up  your  dream  IT  staff 
(see  Ready,  Aim,  Hire,  Page  50).  But  if  the  budget  still  says  no  when 
your  heart  says  yes,  you  should  use  this  time  to  strengthen  outsourcing 
relations  and  restructure  your  existing  team.  Read  Smart  Staffing 
Strategies  for  Right  Now. 

LEARN  MORE 

The  Wal-Mart 
Connection 

The  way  the  world  does 
business  was  transformed 
when  Procter  &  Gamble’s 
Ralph  Drayer  and  Wal-Mart’s 
Sam  Walton  sat  down  to 
discuss  diapers  (see  It  All 
Began  with  Drayer,  Page  56). 

For  Wal-Mart’s  take  on 
technology,  read  CIO's  recent 
The  IT  Inside  the  World’s 
Biggest  Company. 

Find  links  to  the  stories  mentioned  above  in  the  WEB  CONNECTIONS  box 
at  www.cio.com. 


Our  Daily  Web 

MONDAY  Tech  Tact  Technology  Editor  Christopher 
Lindquist  covers  what’s  coming. 

TUESDAY  Alarmed  Security  experts  Sarah  D.  Scalet 
and  Scott  Berinato  give  you  something  new  to  worry 
about. 

WEDNESDAY  Metrics  Web  Writer  Jon  Surmacz 
makes  sense  of  the  numbers. 

THURSDAY  Sound  Off  Web  Editorial  Director 
Art  Jahnke  opines  on  ethical  dilemmas. 

FRIDAY  The  Big  Picture  Charts  and  graphs  worth  a 
thousand  words. 


The  Department  of 
Making  Things  Easier 

Want  to  send  a  copy  of  a  CIO  article 
to  a  colleague  but  don’t  want  to  hunt 
fora  stamp?  Look  for  the  E-Mail  This  Article  link  in  the 
CIO  Service  Center  box  on  each  online  story  page. 

Want  to  keep  your  own  collection  of  CIO  stories  in 
one  handy,  retrievable  space?  Look  for  the  Save  This 
Link  in  the  CIO  Service  Center  box  on  each  online 
story  page. 
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WIRELESS  E-MAIL 

BUILT  AROUND 

YOUR  BUSINESS. 


I 

I 


■  III 

■  III 
III! 


■ 
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HOWEVER  BIG 


INTRODUCING  XPRESS  MAIL”  FROM  CINGULAR. 

Whether  you're  an  office  of  thousands  or  an  office  of  one,  Cingular 
Wireless  builds  wireless  e-mail  around  your  business  needs,  offer¬ 
ing  Xpress  Mail  for  easy  to  manage  on-the-go  access  to  your  vital 
corporate  information.  The  best  part  of  our  service?  It's  simple  to 
use.  Xpress  Mail  leaves  you  in  control  because  it  does  nottie  you  to 
a  specific  device. 

We  offer  several  different  editions  of  Xpress  Mail  to  suit  your  business 
needs.  For  example,  Xpress  Mail  Enterprise  Editions  offer  the  benefit 
of  end-to-end  security  and  full  IT  control.  Easy  for  corporate  users. 
Even  easier  for  IT. 

Xpress  Mail  Network  Edition  is  easily  deployable,  leveraging  the 


security  of  Cingular's  network  without  the  need  for  hardware  or 
software  installation.  Whether  your  business  has  an  IT  department 
or  not,  Cingular's  easily  managed  system  saves  your  company  time 
and  money. 

Xpress  Mail  Personal  Edition  caters  to  smaller  businesses  offering 
the  easiest  implementation,  allowing  small  companies  to  act  like 
big  companies. 

Cingular  provides  wireless  voice,  data,  e-mail  and  interactive  serv¬ 
ices  to  almost  half  the  Fortune  1 000.  With  nearly  1 0  million  e-mails 
securely  sent  over  the  Cingular  network  each  day,  you  can  be  sure 
all  of  your  business  needs  will  be  met.  Call  1  -866-330-7577  or  visit 
us  at  cingular.com/business. 


X  cingular 

WIRELESS 

What  do  you  have  to  say?” 


1  -866-330-7577  www.cingular.com/business 


Cingular  Wireless,  "What  do  you  have  to  say?"  and  the  graphic  icon  are  Service  Marks  of  Cingular  Wireless  LLC.  ©2002  Cingular  Wireless  LLC. 


From  the  Editor 

lundberg@cio.com 


For  a  more  general  discus¬ 
sion  of  business  ethics,  see 
“For  Goodness  Sake,”  at 

www.cio.com/printlinks. 


Shades  of  Gray 


TRUTH  IS  A  FUNNY  THING,  particularly  when 
it  comes  to  ethical  issues.  What’s  true  for  me  may 
not,  in  fact,  be  true  for  you.  My  past  experiences 
influence  my  values,  which  influence  my  percep¬ 
tion  of  the  world. 

The  realm  of  things  that  cannot  be  declared 
absolutely  sweet  or  sour,  black  or  white,  is  vast. 

But  some  things,  even  some  ethical  things,  are 
pretty  obvious. 

Don’t  lie. 

Don’t  omit  critical  information  that  would 
change  someone’s  view  of  what  you’re  saying — 
that  can  be  the  same  as  lying. 

Don’t  say  something  for  money  or  favors  that 
you  wouldn’t  say  otherwise. 

So,  what  about  saying  good  things  about  a 
company  for  which  you  agreed  to  serve  as  a  refer¬ 
ence  when  it  did,  in  fact,  perform  well  for  you  (see 
“The  Truth  About  Customer  References,”  Page 
42).  No  problem  there,  right? 

What  if  its  performance  was  predicated  upon 
pulling  out  all  the  stops  to  make  your  project  suc¬ 
cessful?  And  what  if  you  have  reason  to  believe 
that  it  couldn’t — and  probably  wouldn’t — treat  all 
its  customers  with  such  lavish  attention?  Starting  to 
feel  a  bit  less  comfortable?  Let’s  try  another  one. 


We  already  said  that  you  shouldn’t  sell  a  positive 
review  for  money  or  favors.  But  what  if  you  really 
are  positive  about  the  product  or  service,  and 
spreading  the  good  word — acting  as  a  reference 
without  regard  to  reward — takes  up  time  that 
might  otherwise  be  spent  on  company  business? 
Isn’t  it  your  corporate  responsibility  to  seek  some 
concessions  or  recompense  for  that? 

With  each  new  revelation  of  corporate  wrong¬ 
doing — Enron,  Tyco,  WorldCom — the  volume  on 
the  business-ethics  discussion  goes  up  a  notch. 
While  the  spotlight  now  is  on  financial  transac¬ 
tions  and  reporting,  everything — including  the  rela¬ 
tionships  between  CIOs  and  their  vendors,  the 
things  they  say  and  do  about  and  for  each  other — 
will  come  under  scrutiny. 

There’s  enormous  pressure  on  all  executives  to 
find  new  ways  to  make  money  and  cut  costs  in  this 
stalled  economy.  For  CIOs,  this  has  meant  getting 
more  from  technology  providers  for  less. 

Serving  as  a  customer  reference  can  give  a  CIO 
leverage  that’s  important  right  now.  But  you  should 
think  long  and  hard  about  what  you’re  willing  to 
do  in  return.  If  it  means  providing  other  CIOs  with 
anything  less  than  the  truth,  the  whole  truth  and 
nothing  but,  you’re  wading  in  dangerous  waters. 
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UNITED  STATES 
POSTAL  SERVICE 


Innovative  ways  that  let  you  target  new  customers,  keep  existing  ones 
and  be  the  business  everyone  is  talking  about. 

www.usps.com/directmail 


Eagle  symbol  is  a  registered  trademark  of  the  United  States  Postal  Service.  ©2002  United  States  Postal  Service 


SYBASE  e-BUSINESS  SOFTWARE.  EVERYTHING  WORKS 


THE  STRAIGHT  GOODS  ON  SOFTWARE  INTEGRATION. 


The  USA  PATRIOT  Act  presents  you 
with  an  enormous  information 
integration  challenge.  Experts 
agree  that  manual  review 
processes  for  your  customers  and 
their  financial  transactions  will 
no  longer  suffice.  Non-compliance 
is  not  an  option.  The  only  question 
facing  you  is:  who  should  you 
engage  as  your  partner  in 
implementing  a  solution? 

THE  SYBASE  APPROACH 

Our  approach  leverages  all  the  knowledge 
and  capabilities  we've  developed  over 
nearly  20  years  of  managing  information, 
application  and  process  integration. 

Our  new  Sybase  PATRIOTeompliance 
Solution  helps  you  satisfy  the  many 
integration  requirements  of  the  USA 
PATRIOT  Act  by  implementing  a  totally 
automated  process  for  filtering  your 
customers,  employees  and  suppliers 
against  known  suspects,  and  then  for 
continuously  monitoring  their  future 
activities.  Our  solution  is  operationally 
unobtrusive,  secure  and  cost-effective. 


THE  FIRST  STEP 

Our  first  step  is  a  Business  Requirements 
Assessment  that  helps  determine  your 
organization's  unique  needs. 

We  work  with  you  to  understand  your 
front  and  back  office  infrastructure. 


r 


The  Software 
Integration  Company 

We  can  help  you  integrate  all  the 
disparate  data  and  business  applications 
running  in  your  enterprise  and  extend 
them  to  any  location  in  the  world: 
platforms,  application  servers, 
components,  databases,  applications, 
processes,  integration  brokers,  even 
mobile/wireless  solutions.  By  choosing 
Sybase,  you  can  preserve  and  extend 
your  existing  infrastructure  investments, 
avoid  proprietary  traps,  and  improve 
efficiency  across  the  enterprise. 


V. 


J 


We  always  embrace  the  technologies 
and  product  standardization  of  your 
environment.  So  we  can  extend  the 
Anti-Money  Laundering  and  Bank 
Secrecy  Act  investments  you  have 
already  made.  And  we  always  make 
our  solution  work  for  your  people. 

Having  tuned  our  PATRIOTeompliance 
Solution  to  your  environment,  we  then 
implement,  rigorously  test  (to  the  very 
exacting  standards  we  developed  to 


across  applications  and  data  stores, 
internal  and  external  communications, 
management  of  the  investigation 
process,  maintenance  of  search  and 
investigation  histories  and,  of  course, 
reporting  and  presentations. 

Tying  everything  together  is  the  Sybase 
Business  Process  Integrator  (BPI)  Suite 
and  an  array  of  adapters  (F.I.X.,  SWIFT, 
Flat  Files,  database,  CICS,  and  others) 
so  you  can  retrieve  and  present 


SYBASE  PATRIOTeompliance  SOLUTION 


Switches 


Teller 

Platform 


Currency 


Clearings 
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Management/ 


Enterprise  Portal/ 
Application  Server 


I  Activity  Monitoring/ 
I  Integration  Tools 


Fraud 

Detection 

System 


SYBASE  SOLUTION  COMPONENTS 


DEPOSIT  ACCOUNTS 


LENDING  AND  CREDIT 


earn  ISO  9001  /TickIT  Certification)  and 
deploy  the  solution. 


demographic  and  transaction  information 
from  your  core  systems. 


Simultaneously,  we  are  training  your 
key  users  and  administrators.  So  when 
our  work  is  done,  yours  can  go  on. 

IN  THE  END  IT  LOOKS  LIKE  THIS 


We  have  the  tools  and  skills  you  need 
to  be  in  compliance  before  October. 

We  can  help  you  get  started  now  at 
www.sybase.com/integrationsolutions. 


Every  solution  will  obviously  be  unique. 
But  typically,  you'll  find  a  secure  front- 
end  employing  the  Sybase  Enterprise 
Portal,  with  pre-built  capabilities  for  list, 
filter  and  rules  management,  searches 


I  Sybase 

Information  Anywhere" 


The  USA  PATRIOT  Act  contains  strong  measures  to  prevent,  detect  and  prosecute  terrorism  and  international  money  laundering,  greatly 
expanding  the  breadth  and  depth  of  the  old  laws.  Broadly  stated,  the  act  requires  that  financial  institutions  know  their  customers  and, 
to  the  greatest  extent  possible,  their  customers'  customers.  Compliance  for  bankers  and  securities  dealers  is  required  by  October  2002. 
Non-compliance  could  involve  costly  civil  and  criminal  penalties. 


©2002  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 
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Reader  Feedback 


MAC  USERS  ON  LINUX 

Editor’s  note:  We  were  inundated  with  responses  to  Publisher  Gary  Beach’s  May  1, 2002,  column, 
“An  Apple  for  the  Enterprise.  ”  Here  are  excerpts  from  just  a  few  of  the  numerous  respondents. 

I  would  like  to  join  what  I  suspect  will  be  a  large  chorus  of  online  voices  saying  Why?  to 
the  question  of  Apple  distributing  Linux  as  a  way  to  enter  the  enterprise  computing  world. 

Why  would  a  company  that  has  already  devoted  millions  or  even  billions  of  dollars  to 
an  operating  system  distribute  a  new,  relatively  untested  one? 

Why  would  corporations  concerned  about  cost  issues  buy  from  an  arguably  more 
expensive,  single-source  hardware  vendor  (Apple)  instead  of  being  able  to  request  bids 
from  several  companies? 

Why  would  the  build-it-yourself  crowd  promote  and  develop  for  a  machine  that  is  not 
nearly  as  tweakable  as  the  various  motherboard,  RAM  and  CPU  combinations  available 
in  the  x386  world? 


Why  would  IT  departments,  staffed 
with  a  combination  of  poorly  trained 
help  desk  operatives  and  well-trained 
but  Intel-centric  uber-geeks  try  some¬ 
thing  new  when  doing  so  could  increase 
training  costs  and  lead  to  unknown 
future  problems,  whereas  sticking  with 
Microsoft,  regardless  of  the  clear  disad¬ 
vantages,  poses  fewer  unknowns? 

Why  wouldn’t  thoughtful  Unix  pros 
take  a  look  at  buying  a  Mac  with  OS  X 
and  its  robust  BSD  underpinnings, 
investigate  adding  other  X  Windows 
utilities  and  programs  with  excellent 
freeware  programs  like  Fink,  and  choose 
to  use  it  in  its  current  state? 

Why  would  the  publisher  of  a 
respected  magazine  write  a  well-inten¬ 
tioned,  thought-provoking  article  with¬ 
out  doing  more  extensive  research  on 
the  state  of  OS  X,  Fink  and  the  Linux 
and  BSD  community’s  strong  interest 
in  OS  X  as  a  replacement  for  Linux? 

Morgan  W.  Reed 
Legislative  Adviser 
Washington,  D.C. 
morganew@mac.com 

As  it  happens,  Linux  does  run  on  Macs 


(see  Yellow  Dog  Linux,  SuSE)  and  you 
can  run  “Aqua-fied”  windowing  envi¬ 
ronments  on  it.  And  having  tried  it,  I 
just  don’t  see  the  point. 

Let’s  be  serious.  The  only  Linux  advan¬ 
tage  in  the  enterprise  is  the  perception 
that  it’s  cheaper  and  more  stable  than 
Windows.  It’s  also  far  too  complicated 
to  install  and  maintain. 

Apple  should  fight  on  network  and 
file  compatibility  (which  means  more 
and  better  apps  and  an  attention  to  file 
exchange)  and  price.  But  foremost,  it 
should  provide  companies  with  the 
means  to  train  and  certify  Mac  OS  IT 
support  professionals.  It’s  only  just 
started  to  do  that. 

Miguel  Cornejo  Castro 
eCRM  Consultant 
Business  Management  Solutions 
Getronics  Iberia 
Madrid,  Spain 
miguel.  cornejo@getronics.  com 

There  are  several  versions  of  Linux  that 
already  run  on  the  Mac.  But  I  think 
you  have  missed  a  very  key  point  in 
your  article:  The  new  Mac  OS,  which  is 
called  OS  X  (10),  is  based  on  BSD 


Unix,  and  the  so-called  Aqua  interface 
that  Apple  has  put  on  top  of  it  is  a  true 
work  of  art. 

OS  X  is  a  serious  operating  system. 
Apache  server  and  Sendmail  come  built 
in  along  with  firewall  capability.  The 
server  version  is  very  scalable. 

Numerous  Linux  apps  have  been  or 
are  being  ported  to  OS  X,  adding  to  the 
growing  stable  of  OS  X  software,  which 
now  number  some  3,500  titles. 

D.B.  Morton 

Head  Financial  Translator,  English  Desk 

DbVSCOP 

Paris 

There’s  currently  no  shortage  of  flavors 
of  Linux  to  run  on  Macs.  And  there’s 
no  compelling  reason  or  business  case 
to  run  them  now  that  Mac  OS  X  is 
edging  toward  maturity.  Apple  is  now 
the  largest  volume  shipper  of  Unix  sys¬ 
tems  in  the  world. 

Why  bother  with  Linux  when  Mac 
OS  X  is  open-source  BSD  Unix  with  an 
Apple  GUI? 

Microsoft  has  versions  of  Office  for 
OS  9  and  OS  X.  Do  you  believe  there 
will  ever  be  an  Office  for  Linux? 
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I  see  England.  I  see  France.  I  see  your  company's  underpants. 


Does  remote  access  make  you  feel  exposed?  With  Fiberlink,  you're  covered. 

Mobile  executives.  Telecommuters.  Branch  offices.  All  tapping  into  your  network's  mission-critical  applications  and  data.  How 
can  you  be  sure  you  have  the  enterprise-class  security  you  need?  •  Only  Fiberlink  delivers  a  level  of  integrated  security,  access 
and  management  that  optimizes  remote  access  —  anytime,  anywhere.  The  confidence  of  policy-enabled  remote  access,  with 


integrated  authentication,  intrusion  detection,  VPN,  distributed  firewall  and  virus  protection.  And  the  diversity  and  redundancy 
of  the  world’s  largest  IP  backbones  —  making  Fiberlink  a  key  component  of  your  business  continuity  plan.  •  It's  no  wonder  that 
leading  industry  analysts  recommend  Fiberlink  to  their  clients.  Did  we  also  mention  that  our  customers  typically  reduce  their 


BERLINK 


costs  by  as  much  as  80%? 


Learn  more  at  www.fiberlink.com  or  call  1-80O-LINKNOW  today.  Before  you  catch  something. 


Fiberlink  Global  Remote:  for  mobile  professionals  I  Fiberlink  Secure  Broadband:  for  telecommuters  I  Fiberlink  Global  Connect:  for  branch  offices 


www.fiberlink.com 


\ 

YOU  NEED  TO  GET  SMART.  FAST 


Do  you  know  which  skills  you  should  develop  for  successful 
leadership?  Are  you  politically  savvy  enough  to  know 
when  to  take  risks  and  when  to  be  tough?  Turn  to  the 

CIO  FOCUS™  on  TRUE  LEADERSHIP:  DEVELOPING  AND 
LEVERAGING  THE  SKILLS  TO  CAPTAIN  I.T.-actionable 
information  created,  filtered  and  packaged  by  the  award¬ 
winning  editors  of  CIO  magazine. 

CIO  FOCUS™  is  delivered  right  to  your  desktop,  giving  you 
immediate  access  to  the  information  you  need.  And  for  your 
future  reference  needs,  the  electronic  file  is  followed  by  a 
packaged  version,  shipped  within  72  hours.  Available  now  at 
an  introductory  price. 

FOCUS™ 

< 

STRATEGIC  GUIDES  FOR  EXECUTIVE  DECISION  MAKING 


CIO  FOCUS™ 

IT  Value:  Measurement  Tools 
and  Techniques  That  Work 

Fundamentals  of  the  CIO  Role 

Securing  Information  Assets: 
Planning,  Prevention  and 
Response 

Applied  Wireless:  Making 
Wireless  Work  in  Business 

Strategic  Planning:  How  to 
Develop  and  Align  IT  Strategy 

Fundamentals  of  Enterprise  IT 


FOR  EXECUTIVE  DECISION  SUPPORT  TOOLS,  VISIT  THE  CIO  STORE— THE  CIO’S  KNOWLEDGE  MARKETPLACE 

www.theCIOstore.com 
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Why  should  any  company  running 
Linux  servers  not  use  Macs  running 
OS  X?  We  have  almost  500  Mac  users 
and  about  100  PC  users  using  a  com¬ 
bination  of  servers,  including  Macs 
running  OS  X  Server,  Sun  boxes  run¬ 
ning  Solaris,  Alphas  running  NT  and 
Intel  running  NT. 

We  may  adopt  a  Linux  server  strategy 
in  the  future,  but  we’ll  continue  using 
clients  that  suit  the  job,  just  as  we’ll  con¬ 
tinue  to  use  appropriate  servers. 

Craig  Ferry 
Editorial  Systems  Coordinator 
Pacific  Newspaper  Group 
Vancouver,  B.C. 
cferry@pacpress.southam.ca 

CIO  Publisher  Gary  Beach  responds: 
My  May  1  column,  “An  Apple  for  the 
Enterprise,  ”  struck  a  chord  with  read¬ 
ers  and  Mac  enthusiasts. 


WHAT  DO  YOU  THINK? 

Send  your  thoughts  and  feedback 
to  letters@cio.com.  Letters  may  be 
edited  for  length  or  clarity. 

Mea  culpa,  mea  culpa,  mea  maxima 
culpa.  I  offer  my  apologies  for  not  ref¬ 
erencing  Apple’s  OS  X  operating  system, 
and  in  particular  its  strong  Unix  roots. 

I  am  a  technology  generalist  intrigued 
with  the  work  that  Apple  “evangelists” 
Andy  Hertzfeld  and  Guy  Tribble — two 
guys  who  were  largely  responsible  for 
developing  the  Mac  OS — did  when  they 
left  Apple  in  the  late  ’90s  to  start  a  com¬ 
pany  called  Eazel  with  the  expressed 
intention  of  developing  an  easy-to- 
use  graphical  user  interface  for  Linux 
desktops. 

The  iMac  design  has  captured  my 
heart.  The  first  computer  I  worked  on 


was  an  Apple.  I  was  faithful  to  the  plat¬ 
form  until  the  early  ’90s  when  our  com¬ 
pany  installed  Notes  and  Apple  did  not 
support  that  platform. 

I  remain  convinced  that  there  are 
millions  of  others  like  me  out  there — 
users  who  if  they  had  the  choice  would 
choose  a  Mac  over  a  PC. 

The  Macophiles  who  pilloried  my 
column  are  indeed  the  faithful.  But  it 
almost  seems  to  me  that  they  are  more 
interested  in  protecting  their  club  than 
growing  the  Mac  market. 

CORRECTION 

In  the  July  1,  2002,  By  the  Numbers 
column,  we  incorrectly  identified  a 
product  and  its  provider.  The  product 
should  have  been  identified  as  the 
The  Computing  Technology  Industry 
Association’s  (CompTIA)  IT  Project+ 
certification. 
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Collaborate. 

Coordinate. 

Communicate. 


ACUBE  turns  data 
into  knowledge. 


Acube  brings  together  business 
applications,  documents,  email, 
databases,  and  the  Internet  so  your 
people  can  work  better  together, 
make  quicker  decisions,  and  increase 
efficiency  and  profits. 
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The  Enterprise  Portal  from  Samsung  SDS 


For  more  information  visit: 
www.samsungsdsa.com/acube 
or  call:  1-866-321-SDSA 


INDUSTRIAL  STRENGTH  SOFTWARE. 

02002  Samsung.  Samsung  SDS  and  the  Samsung  logo  are  registered  trademarks  for  Samsung  SDS,  LTD. 
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Full-tilt  scalability.  Massive  horsepower. 


Meet  the  BayStack  470-48T  Switch. 

Looking  to  jump-start  your  network  through  the  wiring  closet?  Nortel  Networks™  has  the  machine  for  you. 
With  its  impeccable  scalability,  the  BayStack™  470-48T  Switch  can  be  stacked  (a  total  of  eight)  to  achieve  up  to 
384  10/100  ports  for  high-density  desktop  switching.  And  if  it's  muscle  under  the  hood  you're  after,  the 
BayStack  470  comes  standard  with  two  GBIC  ports  for  dedicated  uplink  connectivity  to  network  core  switches 
or  in  a  full  stack  with  up  to  16  GBIC  ports  available  for  uplink  capability.  The  resilient  stacking  design  and 
fault-tolerant  connections  to  mission-critical  servers  or  core  switches  assure  continuous  network  operation 
with  minimal  downtime.  You'll  even  save  money  since  its  innovative  built-in  stacking  design  eliminates  the 
need  to  purchase  stacking  accessories  and  frees  up  uplink  ports  for  double  the  throughput  to  the  network 
center.  Plus,  BayStack's  comprehensive  QoS  implementation  ensures  network  availability  for  the  most 
bandwidth-intensive  or  delay-intolerant  applications.  Enhanced  security  features  even  offer  protection 
against  unauthorized  access.  Bottom  line  -  it's  loaded  with  extras  for  premium,  cost-effective  network 
performance  on  all  points.  To  learn  more,  visit  www.nortelnetworks.com/baystack470-48t. 
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Optical  Long  Haul  Networks 


Wireless  Networks 
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Nortel  Networks,  the  Nortel  Networks  logo,  the  Globemark  and  BayStack  are  trademarks  of  Nortel  Networks.  ©2002  Nortel  Networks.  All  rights  reserved. 
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ORDERS  ABE 

ON  TIME. 
EVERYONE'S 

IN  THE  LOOP 

CUSTOMERS 

ARE  HAPPY. 

(AW  ADAPTIVE  SUPPLY  CHAIN 

IS  A  BEAUTIFUL  THING.) 


A  business  is  a  jigsaw  puzzle  of  people,  products  and  processes.  And  because 
it’s  constantly  in  flux,  it’s  hard  to  predict  what,  when.  The  mySAP1”  Supply  Chain 
Management  Solution  connects  you  with  your  customers,  partners  and  suppliers,  so 
you  can  adapt  on  the  fly  to  shifts  in  supply  and  demand.  It  also  oilers  higher  visibility 
and  covers  all  the  bases  —  from  planning  and  execution  to  networking  and 
coordination.  Which  makes  it  the  only  adaptive  SCM  solution  that  can  turn  a  supply 
chain  into  a  profit  center.  To  find  out  how  you  can  optimize  your  supply  chain,  go 
to  sap.com/scm 


THE  BEST-RUN  E-BUSINESSES  RUN  SAP 


Bill  Gates  and  Co.  see  consulting  as  an  opportunity  to  get  closer 
to  CIOs  of  Microsoft’s  large  corporate  accounts. 


VENDOR  MOVES 

Microsoft  Gets 
Serious  About 
Consulting 


YOU’RE  GETTING  ANOTHER  CHOICE  in 

the  contest  for  your  IT  consulting  dollars: 
Microsoft.  In  its  move  from  supporting 
player  to  starring  role,  the  software  com¬ 
pany  has  created  a  single  consulting  organ¬ 
ization  called  Microsoft  Worldwide  Services 
that  as  of  Memorial  Day  had  about  12,000 
employees. 

According  to  Jim  Wilson,  group  market¬ 
ing  manager  for  Microsoft  Worldwide  Ser¬ 
vices,  IT  consultants  focusing  on  e-commerce, 
enterprise  application  planning  and  distrib¬ 
uted  network  architectures  make  up  a  little 


more  than  a  third  of 
this  group.  The  rest 
are  IT  analysts  and  a 
growing  legion  of 
customer  service  rep¬ 
resentatives. 

Microsoft’s  move  means  the  Redmond, 
Wash. -based  vendor  will  try  to  become  the 
prime  contractor  on  enterprise  consulting 
engagements,  vying  for  business  with  play¬ 
ers  like  IBM  Global  Services,  EDS  and  the 
consulting  arms  of  the  big  accounting  prac¬ 
tices.  Wilson  says  Microsoft  Worldwide  Ser- 


E-BUSINESS 

Auction  Action 

IT’S  ANOTHER  sign  of  the  times:  the 
webpages  at  Bid4Assets.com  are  chock-a- 
block  with  land  parcels,  luxury  condos  and 
Lamborghinis,  ready  for  your  bid.  The 
Silver  Spring,  Md. -based  online  auction 
site  that  specializes  in  surplus  government 
assets  looks  to  be  on  track  for  its  stated 
goal  of  profits  by  year's  end  (see  "Going, 
Going,  Gonzo”  in  our  Web  Business  50 
issue  at  www.printtinks.com).  It’s  not  just 
fancy  sports  cars  seized  from  drug  dealers 
either.  Auction  items  also  include  real 


estate  from  defaulted  loans  or  back  taxes. 

Bid4Assets  puts  as  many  as  2,000 
items  or  properties  up  for  auction  every 
month,  depending  on  how  busy  the  feds 
have  been.  Here’s  a  look  at  some  items— 
and  their  prices— Bid4Assets  recently  sold 
forthe  U.S.  Marshals  Service. 

$29,099: 2000  Jaguar  S-Type  (26,215 
miles),  sold  in  June 

$170,000: 1999  Lamborghini  Diablo 
MOMO  Edition  Car  No.  2,  sold  in  June 

$123,300:  Single  family  home  in  Belton, 
S.C.,  sold  in  May 

$91,500:  40  acres  of  land  in  Wiiliston,  Fla., 
sold  in  April  -Late  Low 


vices  is  aimed  at  his  company’s  bigger 
clients.  “When  global  customers  acquire  a 
mission-critical  solution  they  expect  the  ven¬ 
dor  to  take  direct  responsibility,”  he  adds. 

Do  you  sense  a  market  shake-up  looming? 

There  are  clear  benefits  for  some  cus¬ 
tomers:  Using  Microsoft  consultants  means 
working  directly  with  the  creators  of  the 
products  they  are  implementing.  Randy 
Harvey,  senior  vice  president  of  software 
solutions  at  Reynolds  &  Reynolds,  a  Day- 
ton,  Ohio,  services  provider  to  auto  retailers, 
says  his  company  uses  its  contracting  rela¬ 
tionship  with  Microsoft  to  gain  early  access 
both  to  technology  and  to  Microsoft’s  devel¬ 
opers.  “Microsoft  has  demonstrated  a  real 
desire  to  work  with  us,”  Harvey  says. 

Direct  access  to  Microsoft  is  likely  to 
prove  attractive  for  CIOs  who  “don’t  want 
an  intermediary  between  them  and  the  deep 
source  of  information,”  says  Tony  Adams, 
principal  analyst  at  Gartner  Dataquest’s  IT 
services  group  in  Lowell,  Mass.  “Many 
[CIOs]  have  had  bad  experiences  with 
Continued  on  Page  24 


2  2 


CIO  AUGUST  1.  2002 


www.cio.com 


PHOTO  BY  AP/WIDE  WORLD  PHOTOS 


iw. 

to;; 


: 


Customer  Intelligence  |  Intelligence  Architecture 


How  can  you  assure  maximum 

of  IT  resources? 


Predict  usage  trends  and  match 
service  levels  to  changing  needs? 

And  quickly  deliver  IT  reports 
on  target  with  business  goals? 


SAS  is  all  you  need  to  know. 


m 


Only  SAS  provides  IT  management  software  that 
spans  your  full  range  of  services — from  systems 
and  networks  to  call  centers  and  beyond — across  the 
enterprise  and  the  Internet.  Monitor  performance  and 
costs,  anticipate  resource  needs,  generate  reports 
and  align  IT  with  business  goals — all  through  your 
desktop  Web  browser.  To  learn  why  the  best-run 
companies  rely  on  SAS,  call  toll  free  1  866  556  4730 
or  visit  www.sas.com/itmanagement 


The  Power  to  Know,. 


or  trademarks  of  SAS  Institute  Inc.  in  the  USA  and  other  countries.  ®  indicates  USA  registration. 


Microsoft 

Continued,  from  Page  22 


CIO  ROLE 

Whatever  Happened  to  the  CTO? 


Microsoft  partners  who  have  to  call  Microsoft 
for  an  answer.”  (See  “It’s  Time  to  Take  Con¬ 
trol,”  July  15,  2002,  for  a  closer  look  at  CIOs’ 
discontent  with  consultants  on  big  enterprise 
software  implementations.) 

If  anyone  is  looking  askance  at  Microsoft’s 
new  direction,  it’s  likely  to  the  value-added 
resellers  that  now  must  cope  with  Microsoft 
as  a  potential  competitor.  Gartner  Dataquest’s 
Adams  notes  that  this  is  a  new  role  for  the 
company:  “Up  until  now  Microsoft’s  business 
model  has  been  to  push  the  partner  forward 
and  remain  in  the  background,  fixing  prob¬ 
lems  as  necessary.” 

-Geoffrey  James 


HEALTH-CARE 

TECHNOLOGIES 

Rx  for  Chicken 
Scratch 

POOR  PHYSICIAN  PENMANSHIP 

is  the  butt  of  many  jokes,  but  illegible 
prescriptions  are  no  laughing  matter.  A 
widely  publicized  study  done  by  the 
Institute  of  Medicine  in  Washington,  D.C., 
in  1999  concluded  that  medication  errors 
(many  due  to  poorly  scrawled  doctors’ 
orders)  cause  7,000  deaths  annually  in  the 
United  States  at  a -cost  of  $7  billion.  (See 
“The  Rx  Files,”  www.cio.com/printlinks .) 

To  improve  accuracy  and  speed,  Giant 
Food  and  Pharmacy  is  providing  35,000 
doctors  in  the  mid-Atlantic  region  with 
secure  access  to  patient  information  and 
the  ability  to  transmit  prescriptions  to  any 
of  the  Landover,  Md. -based  grocery  chain’s 
154  pharmacies— all  via  a  desktop  PC, 
handheld  or  cell  phone. 

The  OnCallData  system  used  by  Giant 
handles  insurance  verification  and  drug 
dispensing.  The  system  also  lets  pharma¬ 
cists  communicate  with  doctors  to  request 
refills  or  verify  prescriptions. 

The  service  costs  physicians  $39.95  per 
month.  Giant  pays  an  undisclosed  transac¬ 
tion  fee  for  each  prescription  processed 
through  the  system.  -Stephanie  Overby 


RECRUITERS,  CONSULTANTS  AND  THE  MEDIA  were  abuzz  about  the  chief 
technology  officertitle  in  the  late  1990s.  All  that  attention  suggested  the  CTO  could 
possibly  relegate  the  CIO  to  a  more  tactical  role  or  replace  it  altogether.  Flowever,  CIO's 
“State  of  the  CIO”  survey,  conducted  in  September  2001,  shows  the  CTO  title  has  yet  to 
take  off.  Only  65  out  of  500  (13  percent)  heads  of  IT  use  the  CTO  title.  Confusion  about 
the  role,  tight  budgets  and  ambiguity  have  slowed 
widespread  acceptance  of  the  CTO  title  and  role.  The 
same  questions  posed  in  the  survey  remain  today. 

Will  the  CTO  replace  the  CIO?  "Only  in  technology- 
focused  companies  where  technology  is  the  product 
or  service,”  says  John  J.  Davis,  president  of  New  York 
City-based  executive  search  firm  John  J.  Davis  & 

Associates.  CIO's  “State  of  the  CIO”  survey  also 
shows  CTOs  are  more  common  in  technology-related 
organizations  like  computer  manufacturers,  value-added  resellers,  IT  consultancies  and 
financial  services  companies.  CIO’s  research  also  shows  the  majority  of  CTOs  (73  per¬ 
cent)  work  in  smaller  companies  with  annual  revenue  of  less  than  $100  million. 

Will  the  CTO  share  responsibilities  and  leadership  with  the  CIO?  There  aren’t  many 
job-sharing  arrangements  between  the  CIO  and  the  CTO.  Only  18  percent  of  CIOs 
surveyed  said  they  share  responsibilities  with  a  CTO  or  deputy  CIO. 

Does  the  CTO  title  imply  different  skills  than  CIO?  Typically,  the  CIO  is  more  about 
strategy  while  the  CTO  is  more  hands-on  technology.  “The  CIO  is  99.9  percent  leader¬ 
ship,  applying  technology  to  solve  business  problems,”  says  Davis.  “The  CTO  focuses 
on  technology  more  so  than  strategy  and  vision.” 

Some  speculate  the  CTO  title  may  gain  popularity  in  time.  After  all,  it  took  a  while  for 
the  CIO  title  to  gain  widespread  acceptance  at  the  executive  level.  However,  Davis  says 
that  isn’t  likely.  -Lorraine  Cosgrove  Ware 


Only  65  out  of 
500  (13  percent) 
heads  of  IT  use 
the  CTO  title. 


CIO  and  CTO  Roles  Not  the  Same 


CIO  RESEARCH 


CTO/CIO  Snapshot 


CTO 

CIO 

YEARS  AS  HEAD  OF  I.T.  (AVG.) 

3  years,  8  months 

4  years,  8  months 

BACKGROUND 

IT,  consulting,  R&D,  engi¬ 
neering,  customer  service 

IT  and  consulting 

AVG.  HEAD  COUNT  OF  I.S.  STAFF 

47 

93 

COMPANY  SIZE 

.Smaller— 73  percent  of 

CTOs  are  from  companies 
with  $100  million  or  less 

in  annual  revenue 

Larger— 41  percent  of  CIOs 
are  from  companies  with 

$100  million  or  less 

in  annual  revenue 

CTO/CIO  Experience 

CTO 

Background 

CIO 

Background 

CTO/CIO  Reporting 

I.T. 

80% 

82% 

— 

CONSULTING 

63% 

50% 

CTO 

CIO 

FINANCE 

11% 

25% 

CEO 

73% 

59% 

ADMINISTRATION 

31% 

34% 

COO 

14% 

15% 

CUSTOMER  SERVICE 

42% 

34% 

CFO 

5% 

15% 

R&D 

42% 

27% 

CORP.CIO 

5% 

2% 

ENGINEERING 

35% 

25% 

OTHER 

3% 

9% 

SOURCE:  CIO'S  "STATE  OF  THE  CIO"  STUDY.  SEPTEMBER  2001 
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Wireless  communications 
can  mean  a  lot  of  things.  At 
Palm,  we  refer  to  wireless 
by  what  it's  meant  to  our 
customers.  Like  access  to 
relevant  information.  Or 
connecting  workgroups 
remotely.  Or  building  work¬ 
spaces  without  wires.  Along 
with  solutions  providers 
that  include  BEA,  IBM, 


McKesson,  and  Siebel 
Systems,  Palm  delivers 
wireless  that  creates 
competitive  advantages 
for  today's  businesses. 

For  more  on  how  we've 
helped  deliver  results,  visit 
palm.com/enterprise  and 
read  our  customer  success 
stories  and  total  cost  of 
ownership  white  paper. 


Wireless  communication  requires  a  compatible  mobile  phone  or  modem  or  a  wirelessly  enabled  Palm  handheld  and  the  Palm. Net  proprietary  service, 
sold  separately.  Coverage  not  available  in  all  areas.  ©2002  Palm,  Inc.  All  rights  reserved.  Palm. Net  is  a  registered  trademark  and  Palm  and  the  Palm  logo 
are  trademarks  of  Palm,  Inc.  or  its  subsidiaries.  Other  products  and  brand  names  may  be  trademarks  or  registered  trademarks  of  their  respective  owners. 


Upward  and  Onward  with  Outsourcing  Best  Practices 


COMPANIES  ARE  EXPANDING  the  range 
of  IT  services  they  outsource.  Internal  staff 
shortages  and  cost  constraints  are  primary 
drivers  of  outsourcing  decisions,  but  CIOs 


are  finding  that  they  can  also  improve  qual¬ 
ity  and  delivery  time  of  IT  projects  with  the 
right  outsource  provider. 


CIO  RESEARCH 


Original  Reason  for  Outsourcing  (Top  answers! 


Actual  Benefits  Gained  from  Outso 


IMPROVE  QUALITY  OF  I.T.  SUPPORT  AND  APPLICATIONS 

LOWER  I.T.  COSTS 


FASTER  TIME  TO  MARKET  OF  APPLICATIONS 


REDUCED  HEAD  COUNT  (INTERNAL  STAFF/CONSULTANTS) 
STRONGER  BUSINESS  CONTINUITY 


IMPROVED  SECURITY 


LOWERED  OR  TRANSFERRED  CAPITAL  EXPENDITURES 

OTHER 


9% 


Then  &  Now 


At  first,  infrastructure  was  the  IT  function  most 
often  outsourced.  Now,  it’s  Web  hosting. 


IT  services  outsourced  first 
IT  services  outsourced  to  date 


NETWORK/COMMUNICATIONS  SERVICES 


DATA  CENTER  OPERATIONS 
APPLICATION  DEVELOPMENT/MAINTENANCE 
DEVELOPMENT/MAINTENANCE  OF  BUSINESS  PROCESSES 

PC  MANAGEMENT 


SOURCE:  "CIO  ADVENTURES  IN  OUTSOURCING  SURVEY,'1  APRIL  2002,  BASED  ON  119  RESPONSES 
FROM  CIOS,  CTOS.  VICE  PRESIDENTS  AND  DIRECTORS  OF  I.T  .  REPRESENTING  A  RANGE  OF  INDUS¬ 
TRIES.  MORE  THAN  HALF  OF  THE  RESPONDENTS  WERE  FROM  COMPANIES  WITH  MORE  THAN 
$100  MILLION  IN  ANNUAL  REVENUE.  RESPONDENTS  COULD  CHOOSE  MULTIPLE  ANSWERS. 


Outsource  and  maintain  quality. 

Jointly  create  outsourcing  contracts 
that  focus  on  delivery,  ROI  and  pay- 
for-performance  metrics,  including 
penalties  for  services  or  savings  that 
are  not  delivered.  Clearly  communi¬ 
cating  the  expectations  with  the 
service  provider  helps  ensure  align¬ 
ment  of  vision  for  both  of  the  organi¬ 
zations  involved. 

Outsource  now  and  plan  for  the  future. 

Business  strategy  can  change  dra¬ 
matically  in  a  five-year  period, 
expanding  globally  or  cutting  time  to 
market  in  half,  but  your  outsourcing 
agreements  can  take  this  into  consid¬ 
eration.  Develop  agreements  that 
have  the  ability  to  change  over  the  life 
of  the  contract  and  change  with  your 
business.  For  example,  subject 
service  prices  to  benchmark  clauses 
and  allow  for  adjustments.  Outsourc¬ 
ing  contracts  should  also  allow  for 
reviews  of  service-level  agreements  to 
meet  new  service  expectations. 

Outsource  and  maintain  control.  Many 
CIOs  surveyed  expressed  concern 
over  losing  control  of  projects,  of 
technology  and  of  their  company’s  IT 
direction.  Gartner  recommends  that 
companies  assign  a  staff  member  to 
oversee  the  project  and  to  manage  the 
relationship  with  the  outsourcing 
provider.  That  person  should  be  the 
CIO  of  the  company  or  a  direct  report 
to  the  CIO,  who  may  be  a  director  or 
vice  president  depending  on  the 
organization’s  titles.  “Best  practice 
companies  spend  3  percent  to  12  per¬ 
cent  of  what  they  spend  on  the  service 
provider  to  manage  the  sourcing 
relationship,”  says  Gartner 
Measurement  Research  Director 
David  Ackerman. 
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MERCURY  INTERACTIVE 

Enterprise  testing,  tuning  and  performance  management 


Is  A  Talented  Quarter  Turn 


Sometimes 

The  Difference 

Between  Enjoyment  And  Annoyance 


Small  investment 

IN  YOUR  APPLICATIONS. 

Big  impact 

ON  YOUR  BOTTOM  LINE. 


Sometimes  your  IT  infrastructure  performs  in 
perfect  harmony.  Other  times,  it’s  a  step  out  of 
tune.  Mercury  Interactive  can  make  it  all  work 
in  concert.  Our  complete  testing,  production 
tuning  and  performance  management  solutions 
make  it  easy  to  evaluate  and  fine-tune  your 
entire  system.  Giving  you  the  maximum  return 
on  your  existing  investments.  We’ve  spent 
years  optimizing  business-critical  applications 
for  global  organizations.  And  we  can  help 
ensure  that  your  end  users  get  the  experience 
they  expect.  Plus,  you’ll  get  proof  that  your 
applications  are  running  at  their  peak  24x7. 
Tune  your  business  and  its  infrastructure  to 
perfection  with  Mercury  Interactive. 

DOWNLOAD  OUR  FREE  PAPER, 

"A  PROVEN  APPROACH  TO  OPTIMIZING 
PRODUCTION  SYSTEMS" 

www.mercuryinteractive.com/tune 


©  2002  Mercury  Interactrve  Corporation.  Mercury  Interadrve  and  the  Mercury  Interactive  logos  are  registered  trademarks  ot  Mercury  Interactive  Corporation. 


WWW.MERCURYINTERACTIVE.COM/TUNE 


trendlines 


Inside  a  Security  Response  Center 


A  $2,000  CHECK  in  your  mailbox  is 
normally  good  news.  In  early  May, 
however,  it  was  definitely  bad  news  for 
one  unnamed  Washington,  D.C. -based 
federal  agency  CSO.  The  reason?  He’d 
hired  a  team  of  "ethical  hackers”  from 
Internet  Security  Systems  (ISS),  an 
Atlanta-based  security  software  and 
systems  vendor.  The  team’s  mission  was 
to  probe  the  agency’s  system  over  the 
Internet  and  identify  its  weaknesses.  "Hacking  the  system  to 
send  him  a  check  seemed  like  a  neat  way  to  report  back  on 
what  we’d  found,"  says  Chris  Klaus,  cofounder  and  CTO. 

Admittedly,  many  of  ISS's  9,000  customers— which  include 
49  of  the  Fortune  50— hire  the  company  for  less  exciting  tasks. 
Dealing  with  viruses,  worms,  Trojan  horses  and  distributed 
denial-of-service  attacks  is  more  standard  fare.  So  too  is 
counterterrorism.  ISS  officials  frequently  interface  with 
government  agencies  such  as  the  National  Infrastructure 
Protection  Center,  the  Critical  Infrastructure  Assurance  Office 
and  the  National  Security  Commission.  Tom  Noonan,  ISS 
president,  cofounder  and  CEO,  also  consults  with  national 
security  officials. 


A  growing  number  of  customers  have  hired  ISS,  and  other 
security  companies  such  as  Enterasys  Networks  and  Cisco 
Systems,  to  maintain  a  real-time  watch  over  their  firewalls  and 
systems.  At  monitoring  stations— located  in  Atlanta;  Detroit; 
Helsingborg,  Sweden;  Padova,  Italy;  Rio  de  Janeiro,  Brazil; 
and  Tokyo— ISS  technicians  sit  in  NASA-style  control  rooms. 
Giant  screens  display  the  state  of  Internet  traffic  and  the 
number  of  hacks  currently  in  progress.  A  "battle  captain”  in 
Atlanta  balances  the  workload  across  the  six  centers,  while 
technicians  monitor  customers’  networks  and  work  with  their 
security  personnel. 

As  a  rule,  ISS  doesn’t  manage  corporate  networks.  “We  tell 
them  when  they  are  under  attack  and  what  sort  of  attack  it  is. 
We  tell  them  what  the  risk  is  and  if  the  attack  is  going  against  a 
network  that  is  vulnerable  to  that  attack,”  says  Klaus  on  a 
recent  tour  of  the  Atlanta  monitoring  center.  If  ISS  is  allowed 
management  control  of  the  network,  it  will  also  attempt  to  kill 
the  attack.  However,  many  of  the  customer  companies’  corpo¬ 
rate  policies  preclude  handing  over  such  management  control. 

As  concerns  about  cybercrime  rise,  Klaus  sees  many  enter¬ 
prise  systems  ripeforthe  plucking.  The  trick  is  to  build  capabili¬ 
ties  that  prevent  dollars  from  stuffing  hackers’  mailboxes. 

-Malcolm  Wheatley 


CRM 

Car  Talk 

HAVE  YOU  SEEN  Honda’s  recent  television 
commercial  for  the  Accord?  A  dad  in  his  30s 
notices  a  drop  of  water  on  his  shiny  new 
Accord.  He  wipes  it  up  by  sitting  his  toddler 
on  the  hood,  using  the  child’s  diaper  as  a 
sponge.  That  image  astutely  captures  the 
fanaticism  of  the  average  Accord  buyer. 

Knowing  how  passionate  its  customers 
are  about  their  automobiles,  American 
Honda  Motor  Co.  of  Torrance,  Calif.,  last 
fall  launched  a  website  called  Owner  Link 
( www.ahm-ownerlink.com ).  The  site  pro¬ 
vides  registered  customers  (currently  num¬ 
bered  at  140,000)  with  personalized  service 
schedules,  maintenance  tips,  and  model  and 
warranty  information.  The  goal  of  the  site, 
says  Suzan  Fairchild,  senior  e-business  proj¬ 
ect  manager  at  American  Honda,  is  to 
encourage  Honda  and  Acura  owners  to  keep 
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Honda  uses  its  personal¬ 
ized  website  to  increase 
customer  loyalty. 


buying  those  brands  by 
simplifying  ownership. 

Developing  the  website, 
which  piloted  after  three 
months,  was  no  easy  task. 

Fairchild  says  the  biggest 
challenge  was  integrating 
databases  and  accommo¬ 
dating  the  processes  of  American  Honda  and 
its  1,275  Honda  and  Acura  dealers.  Owner 
Link  was  designed  to  feed  off  the  databases 
beneath  American  Honda’s  other  websites. 
The  company  used  XML  to  create  links 
between  the  various  sites,  according  to  Pete 
Moran,  managing  director  of  Genex,  a  Los 
Angeles-based  Internet  development  com¬ 
pany  that  helped  build  Owner  Link. 

Accommodating  the  different  business 
processes  was  equally  tricky.  “We  had  to 
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consider  the  process  dealers  have  for  selling 
cars,  the  variations  in  that  process  from 
dealer  to  dealer,  and  where  in  the  process  of 
presenting  a  vehicle  to  a  potential  customer 
does  it  make  sense  to  have  the  dealer  talk 
about  Owner  Link,”  says  Fairchild.  “We 
have  provided  one  online  focal  point  that 
the  customer  can  engage  with  to  tap  into 
our  databases  and  get  information  from 
Honda  about  their  cars.” 

-Meridith  Levinson 
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All  those  in  favor  of  a  truly  independent  risk  consulting  and  internal  audit  firm... 


©  2002  Protiviti  Inc. 


Are  your  internal  financial  controls  vulnerable? 
Are  you  actively  managing  the  critical  operating  risks  of  your  business? 
How  secure  is  your  technology  infrastructure  against  hackers  and  viruses? 

The  rules  are  changing.. .by  the  demands  of  Congress,  stockholders  and  the  SEC. 
You  need  expert,  independent  advice  to  help  you  manage  the  risks  related  to  your 
business  processes,  internal  controls  and  technology  systems.  Protiviti  has  senior 
professionals  in  every  major  market  with  independence,  integrity  and  unparalleled 
experience  gained  from  working  for  many  years  with  world-class  companies. 

Protiviti  is  the  leading  provider  of  internal  audit  and  business  and  technology  risk 
consulting  services.  Protiviti  helps  you  identify,  measure  and  manage  risk. 

www.protiviticonsulting.com  or  call  1.888.556.7420 
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Political  Lessons  Serve  Lemma  Well 

WHILE  HE  WAS  WORKING  in  the  IT 

department  at  Whitehouse  Station,  N.J.- 
based  Merck  and  moonlighting  as  a  city 
councilor  in  1994,  Donald  Lemma  got 
the  call  for  full-time  public  service.  Chris¬ 
tine  Whitman,  the  New  Jersey  governor 
at  the  time,  wanted  him  to  work  for  the 
state  as  special  assistant  for  technology 
and  office  systems.  Lemma  saw  this  as  an 
opportunity  to  manage  a  big  staff  and  big 
budget — experience  he  would  one  day 
need  to  run  the  IT  department  for  a  For¬ 
tune  500  company. 

Lemma  got  the  experience  he  wanted, 
and  then  some.  For  two  and  a  half  years, 
he  managed  a  140-person  staff,  a  $10  mil¬ 
lion  budget,  and  he  learned  invaluable  les¬ 
sons  about  organizational  politics  and 
negotiation  that  are  best  realized  in  the 
public  sector  environment.  And  in  June,  he 
moved  onto  a  bigger  private  sector  stage. 

As  vice  president  of  corporate  informa¬ 
tion  technology  and  CIO  for  Schering- 
Plough,  the  $9.8  billion  maker  of  Claritin, 

Coppertone  and  Correctol,  based  in  Kenil¬ 
worth,  N.J.,  Lemma  is  as  much  a  politician 
as  he  is  a  businessman  and  technologist. 

The  40-year-old  holds  a  master  of  public 
administration  from  Rutgers  and  a  PhD  in 
computer  information  systems  from  Nova 
Southeastern  University. 

“Corporate  environments  are  political 
environments,”  he  says.  Understanding 
how  to  survive  and  function  in  a  political 
environment  is  exactly  what  Lemma 
learned  from  his  time  in  the  public  sector. 

While  working  for  the  state  of  New  Jersey, 
he  had  to  convince  13  state  agencies,  each 
with  its  own  e-mail  system,  of  the  bene¬ 
fits  of  standardization.  He  told  them  that 
if  they  agreed  to  use  a  single,  standard  sys¬ 
tem,  their  maintenance  costs  would 
decrease  by  20  percent.  If  they  insisted  on 
keeping  their  pet  systems,  they’d  have  to 
justify  those  extra  costs  to  the  governor. 

“The  real  function  of  a  CIO  is  being  the 

_ 


arbiter  of  limited  IT  resources  in  a  corpo¬ 
rate  environment  where  there’s  unlimited 
demand,”  he  says.  As  arbiters,  CIOs  have 
to  make  tough  decisions.  While  Lemma 
always  aims  for  the  win-win,  when  he  can’t 
reach  a  mutually  satisfactory  compromise, 
he  clearly  explains  to  the  parties  involved 
why  he’s  choosing  one  system  over  another 
or  making  a  particular  decision. 

“If  you  explain  your  thought  process, 
the  reasons  why  you’re  doing  something 
and  the  ultimate  goal  of  what  you’re  pro¬ 
posing,  some  people  may  still  not  support 
you,  but  they  won’t  work  against  you 
because  they  understand  you,”  he  says. 
“Sometimes,  that’s  the  best  thing  you  can 
ask  for.” 


ves 


Gordon  Steele,  Nike’s  CIO,  has  been  appointed  vice  president  of  information 
technology  for  the  Beaverton,  Ore.-based  footwear  manufacturer.  Steele  led  Nike's 
renowned  supply  chain  effort  from  the  IT  side. 

Freedom  Communications,  a  media  company  in  Irvine,  Calif.,  has  hired  Mike  Brown 
as  its  first  CIO.  He  most  recently  served  as  vice  president  of  information  technology 
at  Twentieth  Century  Fox. 

Washington  state  Governor  Gary  Locke  appointed  Stuart  M.  McKee  as  director  of 
the  state’s  Department  of  Information  Services.  McKee  previously  served  as  vice 
president  of  global  Internet  operations  for  the  Walt  Disney  Co. 

Inder  P.  Singh  is  now  the  global  CIO  of  Visa  International.  Singh’s  primary  responsi¬ 
bility  will  be  to  expand  the  flexibility  of  VisaNet,  the  credit  card  company’s  transac¬ 
tion  processing  infrastructure,  by  retooling  IT  systems  and  coordinating  IT  standards 
and  processes.  In  his  new  capacity,  Singh  will  report  to  President  and  CEO  Malcolm 
Williamson. 

Steven  Weinstein  joins  Vicinity  Corp.,  a  Web,  wireless  and  speech-based  enterprise 
service  provider,  as  CTO.  Weinstein  comes  to  the  Sunnyvale,  Calif.-based  company 
from  Backstage  Pass,  where  he  served  as  president.  He  has  one  patent  and  four 
pending  in  the  appliance  and  broadband  space,  and  serves  on  the  advisory  board  of 
several  companies. 
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WIRELESS  TECHNOLOGY 

Putting  the  IT  in  Pit  Crew 

THE  GLOBAL  CIRCUS  of  Formula  One  motor  racing 
zooms  through  17  countries  every  season.  This  year,  the 
international  spectacle  began  in  Australia  in  March  and 
finishes  in  Japan  in  October.  Every  race  day,  350  million 
people  in  146  different  countries  tune  in. 

Ever-shrinking  time  margins  separate  the  winners  from  the 
rest  of  the  pack.  In  the  2001  Austrian  Grand  Prix,  for  example, 
just  nine-tenths  of  a  second  separated  the  first  10  cars  on  the 
grid.  Technological  progress  at  this  level  of  racing  is  marked 
by  the  accumulated  result  of  hundreds  of  tiny  incremental 
performance  increases.  As  the  search  for  those  improvements 
intensifies,  race  teams  are  increasingly  turning  to  IT. 

Technicians  design  approximately  3,500  new  parts  for 
each  car  every  year.  Typically,  nearly  1,500  of  these  cus¬ 
tomized  parts  are  redesigned  as  many  as  seven  times 
during  the  racing  season.  The  trick  for  race  engineers  is 
knowing  what  to  tweak  and  how.  That’s  where  IT  comes  in. 

Each  team  has  a  wireless  network  set  up  right  at  trackside 
with  35  to  40  workstations.  Each  car  has  its  own  wireless 
network  as  well,  with  two  IP  addresses.  As  the  cars  zoom 
around  the  track  at  speeds  exceeding  200  mph,  telemetry 
from  key  components  such  as  the  engine,  gearbox  and 
suspension  is  transmitted  to  the  team  engineers. 

The  Jordan  Honda  team,  for  example,  collects  4MBs  of 
data  from  each  lap.  That  data  is  relayed  in  real-time  back 
to  headquarters  at  an  engineering  facility  at  Britain’s 
Silverstone  circuit.  There,  a  car  identical  to  the  one  being 
raced— complete  with  a  weighted  dummy— is  mounted  on 
a  hydraulic  rig  that  flexes  and  twists  to  replicate  the 
physical  and  mechanical  stresses  the  car  endures  while 
racing.  Engineers  replay  each  lap,  looking  for  areas  of 
potential  improvement.  By  the  time  the  team  flies  home  to 
re-equip  for  the  next  race,  redesigned  components  are 
already  heading  for  the  wind  tunnel  fortesting. 

The  Montreal  Grand  Prix  in  June  once  again  brought  the 
Jordan  Honda  team  hard-earned  championship  points,  for 
the  third  race  in  a  row.  "The  team  has  worked  so  hard,  and 
this  result  was  earned,”  says  Eddie  Jordan,  team  founder 
and  chief  executive.  “It  shows  we’re  going  in  the  right 
direction."  -Malcolm  Wheatley 
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This  Date  in 

IT  History 
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A  squirrel  chews  through  an  electrical 
power  line  outside  Nasdaq’s 
Trumbull,  Conn.,  data  center  in  1994 
interrupting  trading  for  34  minutes. 
Nasdaq's  backup  power  supply  fails 
to  kick  in.  It's  Nasdaq’s  third  system 
malfunction  in  two  weeks. 


2 


Apple  releases  the  Newton  handheld 
computer  in  1993  to  reviews  that 
mock  its  poor  handwriting  recogni¬ 
tion  capabilities.  Apple  drops  the 
Newton  in  1998. 


IBM  unveils  the  IBM  PC,  a  16-bit 
personal  computer,  in  1981. 

Netscape  posts  a  letter  to  the  Justice 
Department  in  1996  charging  that 
Microsoft  is  in  violation  of  a  1995 
consent  decree  that  prohibits  the 
vendor  from  leveraging  its  operating 
system  dominance  in  other  markets. 
Netscape  says  Microsoft  is  pressuring 
PC  makers  to  use  its  Explorer  browser 
instead  of  Netscape’s  Navigator.  That 
allegation  leads  to  the  government’s 
1998  antitrust  suit  against  the 
Redmond,  Wash.,  giant. 


6 


In  1991,  Tim  Berners-Lee,  a  British 
computer  scientist  working  at  the 
European  Particle  Physics  Laboratory 
in  Geneva,  releases  files  detailing  his 
work  on  a  project  to  allow  documents 
to  link  to  each  other  easily  on  the 
Internet,  thereby  earning  the  sobri¬ 
quet  Father  of  the  World  Wide  Web. 


The  Automatic  Sequent  Controller 
Calculator  (also  called  the  Harvard 
Mark  I),  a  mechanical  calculator,  is 
dedicated  in  1944.  Built  by  Howard 
Aiken  with  IBM  backing,  it  is  51  feet 
long,  weighs  5  tons  and  has  750,000 
parts.  It  can  perform  three  additions 
or  subtractions  per  second. 

America  Online  suffers  a  19-hour 
blackout  in  1996,  denying  service  to 
more  than  6  million  subscribers.  You 
don’t  have  mail. 


16 


Outrage  fol  lows  the  U.S.  Census 
Bureau's  announcement  in  1890  that 
the  U.S.  population  is  only  62  million. 
Citizens  expected  a  number  closerto 
a  proud  75  million.  The  man  in  the 
street  blames  new  automatic 
counting  machines  for  the  low  tally. 
Government  officials  stand  by  their 
number  and  boast  of  a  $5  million 
labor  savings  thanks  to  the  machines. 


18 


Xerox  executives  decide  in  1977  not 
to  market  the  Alto  PC  developed  at 
Xerox  PARC  (Palo  Alto  Research 
Center),  believing  personal  comput¬ 
ers  will  never  catch  on.  The  Alto’s 
graphical  user  interface  is  noted  by 
Apple  Computer  cofounder  Steve 
Jobs  during  a  tour  of  the  facility  in 
1979.  Some  of  these  GUI  ideas  later 
appear  in  the  first  Macintosh  in  1984. 


8 


Thomas  Edison  patents  the  mimeo¬ 
graph  machine  in  1876.  It  remains  in 
widespread  use  until  electronic 
copiers  take  over  in  the  1970s. 


9 


Netscape  Communications,  makers 
of  the  Navigator  Web  browser, 
launches  its  initial  public  offering  in 
1995.  The  stock  opens  at  $28  per 
share,  making  the  15-month-old 
startup  worth  more  than  $1  billion. 


30 


Defense  Department  contractor  BBN 
ships  its  first  networking  machine  to 
UCLA  in  1969.  The  machine  and 
several  others  form  the  backbone  of 
ARPAnet,  the  Internet's  precursor. 


31 


A  1997  Carnegie  Mellon  University 

study  finds  that  rather  than  fostering 
a  sense  of  community,  extended 
Internet  surfing  can  make  people  feel 
depressed,  stressed  out  and  lonely. 


10 


Netscape  opens  at  $71  on  its  second 
day  of  trading. 


SOURCES:  ANNALS  OF  THE  HISTORY  OF  COMPUTING. 
WWW.HISTORYCHANNEL.COM,  TODAY  IN  SCIENCE. 
WWW.DATESINHISTORY.COM.  COMPUTERWORLD. 
IBM,  THE  LEARNING  NETWORK.  WWW.CNTOWER.CA, 
THE  ASSOCIATED  PRESS.  WIRED.COM.  COURT  TV 
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SDLT  320: 

I  THE  ULTIMATE  I 
I  BACKUP  MACHINE.  I 


LARGEST  CAPACITY 

320  GB  -  60%  more  than  the  nearest  competitor!* 


HIGHEST  PERFORMANCE 

32  MB/s  -Up  to  33%  faster!* 


LOWEST  COST  PER  GB 

Up  to  46%  lower!* 

PROTECTS  YOUR  INVESTMENT 

Backward  compatible  to  DLTtape™  IV  media 

IDEAL  FOR  AUTOMATION 

Best  combination  of  storage  density,  performance 

and  durability 

BROADEST  PLATFORM  ACCEPTANCE 

Over  2  million  drives  and  80  million  cartridges  sold 

INDUSTRY-LEADING  ROADMAP 

First  with  a  path  to  over  one  terabyte  and  100  MB/s* 


See  for  yourself  why  the  SDLT  320 

is  the  highest  performing  drive  on  the  road  today! 

Go  to  320reasons.com. 


^-^SUPER 


•When  compared  to  LTO  1 ,  AIT  3  and  Mammoth  2  drives.  Where  mentioned,  capacities  and  transfer  rates  are  compressed. 

©2002  Quantum  Corporation.  All  rights  reserved.  Super  DLTtape  and  DLTtape  are  trademarks  and  the  Super  DLTtape  logo  is  a  registered  trademark  of  Quantum  Corporation. 
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Error!  Error! 

Four  steps  to  recovering  from  a  mistake 

BY  PATRICIA  WALLINGTON 

OK,  SO  YOU’VE  JUST  BLOWN  IT,  But  even  a  major  blunder  doesn’t 
mean  your  career  is  over.  Much  as  we  all  would  like  to  be  per¬ 
fect,  our  humanity  manifests  itself  when  we  make  a  mistake.  “To 
err  is  human,”  Alexander  Pope  wrote  nearly  three  centuries 
ago.  Maybe  your  new  hire  is  not  working  out,  the  technology 
you  selected  as  the  corporate  standard  is  suddenly  obsolete,  or 
you  made  a  slip  of  the  tongue  at  just  the  wrong  time.  What  we 
do  after  that  heart-stopping  moment,  when  we  realize  the  error, 
may  determine  just  how  big  a  problem  it  turns  out  to  be. 

STEP  1:  Acknowledge  the  mistake.  The  first  step  toward 
recovery  is  to  admit  to  yourself  that  it’s  your  error.  Denying  respon¬ 
sibility  makes  you  defensive  and  tends  to  elongate  the  resolution 
process.  Owning  up  frees  you  to  leam  from  die  experience. 

Whine  not!  Avoid  the  victim  mentality,  searching  for  an  out¬ 
side  force  on  which  to  blame  your  actions.  Everyone  stumbles 
occasionally,  even  the  best  leaders.  Don’t  let  this  experience 
push  you  into  risk-aversion.  Instead,  use  it  to  learn  and  grow. 

STEP  2:  Communicate.  You  may  feel  like  hiding  in  your 
office  until  the  dust  settles,  but  generally  this  will  not  serve  you 
well.  There  is  no  need  to  take  out  a  full-page  ad  in  The  Wall 
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Street  Journal  exposing  your  mistake,  but  there  probably  are 
some  people  who  need  to  know.  Consider  who  might  be 
impacted  by  the  problem — especially  your  customers.  Next, 
think  of  those  who  will  inevitably  hear  about  the  problem — 
perhaps  your  boss.  The  earlier  you  expose  the  issue  to  these 
stakeholders,  the  better  the  outcome  will  be.  It  is  certainly  better 
that  they  hear  it  from  you  than  be  blindsided. 

Early  exposure  also  gives  you  the  opportunity  to  draw  others 
into  the  solution.  Strange  as  it  seems,  many  studies  show  the 
best  customer  relations  are  built  when  recovering  from  a  shared 
problem.  When  apologies  are  in  order,  offer  them  only  if  they 
are  sincere.  In  all  of  this,  it’s  your  credibility  that  is  on  the  line. 

STEP  3:  Try  to  fix  the  problem.  Gather  your  wits  and  see 
if  you  can  salvage  the  situation.  There  are  three  possible  reme¬ 
dies:  undo,  redo,  make  do.  Which  approach  you  use  will 
depend  on  several  factors.  Is  it  even  possible  to  undo  the 
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"We  told  KPMG  Consulting: 
Texans  should  do  government 
business  online,  not  in  line." 
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Carolyn  Purcell 

Chief  Information  Officer,  State  of  Texas 


Cary  Miglicco 

Managing  Director,  Public  Services,  KPMG  Consulting 


"KPMG  Consulting  and  the  State  of  Texas  have  certainly 
hit  a  home  run  with  the  people  of  Texas.  In  90  days, 
we  provided  our  citizens  with  TexasOnline  ... 
establishing  our  place  in  the  market. 

"We've  lowered  the  transaction  cost  for  people  to  do 
their  government  business.  The  benefits  are  endless, 
and  we've  only  begun  to  scratch  the  surface." 


www.TexasOnline.com 


"This  is  a  very  new  opportunity  in  government 
providing  services  on  the  Internet.  We  saw  this  as  a 
business  problem,  not  a  technology  problem. 

"So  we  created  a  solution  where  we  not  only  build 
and  manage  the  technology,  but  we  manage  the 
accounting,  finance,  marketing,  public  relations, 
customer  service,  and  translation  services. 

"We're  very  proud  to  have  just  had  our  5  millionth 
visit  to  TexasOnline. " 


YOU  CAN  HEAR  THEIR  STORY  @  www.kpmgconsulting.com/results 

BUSINESS  SYSTEMS:  STRATEGY  IMPLEMENTATION  RESULTS 

KPMG  Consulting 
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will  put  your  career  in  jeopardy.  I  often  think  that  I  learned 
more  from  my  own  mistakes  than  from  any  other  source. 

Early  in  my  career,  I  was  interviewed  for  a  study  on  future 
leaders.  Asked  to  recount  one  of  my  most  memorable  mis¬ 
takes,  I  was  slightly  embarrassed  by  how  readily  it  came  to 
mind.  It  was  reassuring  to  learn  that  the  study  data  showed 
that  the  most  successful  leaders  could  all  vividly  recall  their 
mistakes  and  recount  the  lessons  learned  from  them. 

Not  Mine! 

In  addition  to  your  own  errors,  you  will  have  to  deal  with 
blunders  made  by  people  in  your  organization.  Consider  this 
scenario:  Your  key  lieutenant  comes  into  your  office  and  closes 
the  door.  Bad  news.  The  vendor  contract  he  just  negotiated 
and  signed  was  based  on  a  benefits  case  that  was  flawed — to  the 
tune  of  $30  million.  This  actually  happened  to  me  at  Xerox.  It 
took  at  least  two  deep  breaths  to  get  going,  but  we  crafted  a 
plan  to  recover.  First,  we  made  senior  executives  aware  of  the 
potentially  diminished  benefits.  Second,  we  asked  our  vendor  to 
share  the  pain.  (It  was  a  reasonable  request  with  such  a  large 
contract.)  Together  we  found  a  way  to  offset  most  of  the  prob¬ 
lem,  by  wringing  additional  efficiencies  out  of  other  parts  of 


It's  true!  The  numbers  are  in  and  it  all  adds  up.  Unicenter,  the 
global  leader  in  infrastructure  management  solutions,  can  deliver 
a  whopping  663%  ROI.  Just  ask  IDC.  It's  right  there  in  their 
recent  white  paper.  And,  because  Unicenter  is  now  modular,  you 
can  buy  just  the  pieces  you  need,  just  when  you  need  them. 
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Unicenter 

Infrastructure  Management 

663%  Return  on  Investment 


damage?  How  important  is  it?  Can  you  tolerate  the  time  for  a 
redo?  How  costly  are  the  various  alternatives?  Consider  the  psy¬ 
chic  cost  to  the  organization  as  well  as  the  financial  expenses. 

STEP  4:  Learn  the  lessons.  Once  the  problem  is  resolved, 
do  a  postmortem.  Use  this  to  understand  the  mistake  so  that 
you  don’t  repeat  it.  Ask  “why”  five  times  to  get  past  the  symp¬ 
toms  and  down  to  the  underlying  causes.  How  could  you  have 

What  we  do  after  that  heart-stopping 
moment,  when  we  realize  the  error,  may 
determine  just  how  big  a  problem  it 
turns  out  to  be. 

avoided  the  problem?  More  information,  wider  participation, 
better  discipline,  tighter  controls,  better  judgment,  a  better  sense 
of  timing?  Make  changes  that  will  eliminate  the  problem. 

You  may  be  tempted  to  skip  the  postmortem,  but  it’s  actually 
the  most  valuable  part  of  your  experience.  If  you  learn  noth¬ 
ing  from  the  mistakes  that  you  will  inevitably  commit,  you 
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the  contract.  Third,  my  team  evaluated  where  the  misstep 
occurred  and  put  some  new  checkpoints  in  place.  The  key  lieu¬ 
tenant  remained  a  very  successful  member  of  the  organization, 
having  owned  up  to  his  mistake  and  learned  from  it. 

When  someone  reporting  to  you  makes  a  major  mistake,  it 
can  threaten  more  than  just  your  career.  Your  handling  of  the 
problem  can  have  ramifications  for  the  entire  organization. 
Here  are  a  few  principles  to  think  about. 

■  Accept  the  responsibility  as  yours.  This  is  your  organi¬ 
zation.  You  are  accountable  for  all  its  results — good  and  bad. 
There  are  few  things  more  pathetic  than  watching  a  senior 
manager  assign  blame  to  one  of  his  people. 

■  Remember  the  golden  rule.  No  matter  how  frustrating 
the  situation,  it  is  important  to  listen  well  and  not  react  emo¬ 
tionally.  Remember  when  you  had  a  similar  experience. 

■  Provide  air  cover  for  your  people.  Unless  the  misbehavior 
is  egregious  (criminal  acts,  for  instance),  support  your  staff  pub¬ 
licly.  Be  visible  with  customers  and  senior  executives  so  that  you 
can  hear  the  “hall  talk.”  Use  facts  to  dispel  the  myths. 

■  Take  the  opportunity  to  coach.  Help  your  people  discover 
what  they  might  have  done  differently  to  produce  the  desired 
outcome.  Be  a  sounding  board  and  offer  assistance.  Help 


restore  the  confidence  levels. 

■  Empower  employees  to  find  the  solution.  It  may  feel 
safer  to  tighten  the  reins,  but  this  will  only  lead  to  a  disem- 
powered  workforce  that  avoids  risk. 

■  Stay  calm  and  confident.  Your  reaction  to  the  problem 
will  be  watched  up  and  down  the  organization.  Your  superi¬ 
ors  will  view  this  as  a  test  of  your  ability  to  handle  a  crisis. 
Employees  will  wonder  if  mistakes  are  career  killers.  They’ll  ask 
themselves  if  it’s  safe  to  be  honest,  or  whether  they’ll  need  to 
cover  up.  Your  ability  to  differentiate  incompetence  from  occa¬ 
sional  errors  will  answer  those  questions. 

Whether  you  blew  it  or  someone  in  your  organization  did, 
dealing  with  the  error  appropriately  requires  integrity  and 
courage.  Those  are  two  of  the  key  attributes  of  an  effective 
leader.  Keep  in  mind  the  rest  of  Pope’s  line:  “To  err  is  human; 
to  forgive,  divine.”  BE] 


How  have  you  responded  to  mistakes?  Let  us 
know  at  leadership@cio.com.  Before  retiring  in  1999, 
Patricia  Wallington  was  corporate  vice  president  and 
CIO  at  Xerox.  She  is  now  president  of  CIO  Associates 
in  Sarasota,  Fla. 


All  while  still  enjoying  the  benefits  of  pay-as-you-go  licensing.  So  there's 
no  better  way  for  your  company  to  realize  its  true  potential.  And,  if  you're 
the  CIO,  there's  no  better  way  for  you  to  realize  yours. 

To  read  the  white  paper,  just  go  to  ca.com/unicenter/roi. 
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The  Job- 
Hunting  Abyss 

When  it  comes  to  changing  careers,  sometimes  you 
have  to  leap  and  trust  you’ll  land  smoothly.  But  the 

process  itself  can  be  enervating. 

BY  WILLIAM  CROWELL 

ONE  OF  THE  MOST  CHALLENGING  ASPECTS  of  the  CIO’s  career  is 
finding  another  job.  It’s  a  personal  journey  upon  which  I’ve 
recently  embarked,  and  the  strategy  I  pursued  was  a  particularly 
risky  one.  I  left  my  previous  job  before  finding  a  new  one. 

I  decided  to  leave  because  I  felt  I  had  accomplished  the  goals 
I  set  out  to  accomplish  when  I  started  at  the  company  seven 
years  before.  At  my  last  presentation  of  IT’s  strategic  plan,  the 
president  of  one  of  the  operating  groups  noted  that  the  divisions 
between  business  and  IT  had  been  totally  erased  and  the  IT 
organization  was  nationally  ranked  among  the  top  500  in  the 
country.  We  had  accomplished  all  this  while  holding  IT  spend¬ 
ing  flat  for  four  years.  So  why  leave?  Bottom  line,  success  had 
bred  boredom,  and  I  didn’t  want  to  spend  the  next  12  years 
or  so  until  my  retirement  in  that  state.  By  nature,  I  don’t  enjoy 
a  maintenance  role. 

While  it  is  logical  to  assume  that  one  should  find  a  new  job 
before  leaving  the  old  one,  I  quickly  discovered  that  that  strat¬ 
egy  would  have  significant  financial  impact.  It  would  mean 
walking  away  from  substantial  wealth  accumulated  through 
stock  grants  and  options  that  had  not  fully  vested.  The  golden 


handcuffs  were  securely  in  place  and  quite  effective. 

I  had  a  choice  to  make:  I  could  accept  the  situation  and  try 
desperately  to  survive  for  another  dozen  years  till  retirement 
(something  I’ve  seen  others  do  but  dreaded  for  myself),  or  I 
could  do  something  about  it.  I  decided  to  discuss  the  situation 
with  my  boss,  admittedly  a  risky  strategy. 

Fortunately,  I  worked  for  a  company  with  a  sense  of  what 
is  morally  right.  The  company  presented  me  with  a  separa¬ 
tion  agreement  that  far  exceeded  what  it  was  legally  bound 
to  do.  Every  major  issue  was  addressed,  including  salary  and 
benefit  continuation,  allowing  my  stock  options  to  run  to  term, 
and  a  special  amount  to  cover  my  being  seven  weeks  shy  of 
the  full  vesting  of  my  retirement  benefits.  I  was  blown  away, 
and  the  only  one  happier  was  Uncle  Sam  (he  got  a  lion’s  share 
of  the  benefits). 
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Over  50%  of  outsourcing  deals  fail. 


Improving  your  odds  may  be  as  simple  as  reading  this  book. 


Outsourcing  is  supposed  to  solve  your  problems.  Save 
money.  Improve  competitiveness.  Take  the  load  off.  So 
why  do  more  than  half  of  all  outsourcing  deals  fail  to 
meet  the  desired  results?  And  why,  for  so  many 
organizations,  is  this  important  business  strategy 
the  furthest  thing  from  strategic?  We  can  tell  you. 


We  wrote  the  book  on  strategic  sourcing.  Concise, 
clearheaded,  and  insightful,  it  holds  the  distilled  wisdom 
of  a  thousand  outsourcing  deals.  And  it’s  yours,  free.  Just 
call  +1  203  316  1111  or  go  to  gartner.com/sourcing2. 

(It  could  save  your  butt.) 
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Pushing  the  Noodle 

A  job  search  is  all  about  networking,  which  translates  into  let¬ 
ting  as  many  people  as  possible  know  that  you’re  looking  and 
what  specifically  you’re  looking  for.  For  me,  that  was  the  easy 
part.  I  wanted  a  CIO  position  with  a  major  company  where  I 
would  have  the  opportunity  to  make  a  strategic  contribution 
and  ply  the  trade  I  love.  I  told  my  story  to  everyone  I  know, 
including  the  local  CIO  Forum,  acquaintances  in  trade  associ¬ 
ations,  contacts  at  executive  recruiters  (better  if  you  know  the 
individual),  friends,  family  and  now  you. 

What  they  don’t  tell  you  is  that  the  process  is  like  pushing  a 
noodle  uphill.  As  a  CIO,  my  daily  schedule  might  have  included 

A  job  search  is  about  networking,  which 
translates  into  letting  as  many  people  as 
possible  know  that  you’re  looking. 

six  to  eight  meetings,  dozens  of  phone  calls  and  even  more 
e-mails.  It  typically  started  at  8:15  in  the  morning  and  ended 
around  6  in  the  evening.  A  typical  day  of  job  searching  might 
entail  several  phone  calls,  several  substantive  e-mails  (plus  lots 
of  junk  mail  to  sort  through),  and  on  a  good  day  an  interview. 
I  get  to  my  office  at  the  outplacement  firm  around  9  a.m.,  and 
I  have  basically  done  what  I  can  do  by  noon.  I’ve  grown  to 
hate  the  slowness  of  the  process. 

In  addition  to  being  slow,  searching  is  an  emotional  roller 
coaster.  Through  a  colleague  in  a  trade  association,  I  learned 
of  a  CIO  opening  at  a  company  in  my  industry — publishing.  I 
then  discovered  that  my  future  son-in-law’s  father  is  a  close 
friend  of  several  senior  executives  at  the  company.  Within  days 
I  received  a  call  from  the  executive  recruiter  telling  me  that  my 
name  had  bubbled  up  to  the  top  of  their  list  of  prospective 
candidates.  At  that  point  I  was  on  a  high.  The  position  sounded 
like  the  perfect  fit. 

The  executive  recruiter  interviewed  me,  and  a  meeting  was 
set  up  with  the  company’s  chief  operating  officer,  who  would  be 
making  the  hiring  decision.  The  interview  was  going  well,  and 
at  one  point  I  had  the  COO  up  walking  around  the  room, 
brainstorming  about  an  idea  on  how  to  apply  IT  differently  to 
her  business.  But  when  the  COO  found  out  that  I  had  left  my 
job  in  order  to  search  for  a  new  one,  the  mood  changed.  She 
didn’t  like  the  fact  that  I  had  left  a  job. 

To  address  the  problem,  the  recruiter  initiated  reference  checks. 
I  had  been  provided  with  a  letter  of  reference  from  my  former 
employer  and  had  very  strong  references  from  other  jobs.  But 
when  contacted  by  the  recruiter,  my  former  employer  was  will¬ 
ing  to  confirm  only  the  position  I  had  held  and  the  dates  of  my 
employment.  That  is  a  new  trend  for  many  companies,  and  I 


understand  it’s  an  effort  to  protect  themselves  from  being  sued 
by  employees  who  are  not  happy  with  the  reference  they  received. 
Since  it’s  a  major  stumbling  block  in  the  search  process,  I  rec¬ 
ommend  that  you  address  the  issue  of  references  before  leaving 
your  current  position.  Anyway,  the  recruiter  called  on  a  Friday 
morning  and  told  me  she  would  be  talking  with  her  client  the 
following  Monday  morning  to  “determine  her  predisposition 
on  proceeding  with  my  candidacy.”  Sounded  ominous. 

At  this  point  I  was  in  the  depths  of  despair.  The  perfect  job, 
a  great  fit,  and  all  would  be  for  naught.  The  process,  however, 
taught  me  another  valuable  lesson.  Never  give  up.  I  called  the 
head  of  human  resources  at  my  former  employer  and  requested 
again  that  they  relent. 

Later  that  day  I  got  the  call  back  that  my  former  boss  would 
be  allowed  to  talk  with  the  recruiter  the  following  morning.  I 
was  jubilant  the  next  day  when  I  received  a  call  from  the 
recruiter  saying  that  I  had  been  given  an  outstanding  reference 
from  my  former  boss.  She  had  already  phoned  the  head  of 
human  resources  of  the  hiring  company  to  say  that  the  cloud 
over  my  candidacy  had  been  lifted,  and  she  would  be  meeting 
with  her  client  Monday  morning. 

I  wish  I  could  say  there  was  a  happy  ending  to  this  ordeal, 
but  in  the  end  the  COO  had  fallen  in  love  with  another  candi¬ 
date,  and  I  was  a  strong  second.  Being  a  strong  second  in  a 
one-horse  race  is  not  much  of  a  victory,  although  I  gained  a 
friend,  the  executive  recruiter,  who  appreciated  my  efforts.  So 
the  search  goes  on. 

Waiting  for  Godot 

I’m  now  in  the  doldrums.  The  initial  wave  of  opportunities 
has  not  materialized,  and  the  second  wave  won’t  mature  for 
several  more  months.  But  while  the  process  is  tedious,  frus¬ 
trating  and  totally  outside  your  control,  it’s  also  liberating. 
While  I  would  not  recommend  leaving  before  having  another 
position  lined  up,  I  feel  that  you  have  to  evaluate  that  on  a 
case-by-case  basis.  In  my  case,  a  separation  agreement  made 
sense.  But  every  day  that  goes  by  I  do  feel  wasted  because  I’m 
not  in  a  position  to  contribute  to  an  organization.  I  continue 
to  have  faith  that  the  right  job  is  out  there,  but  who  it  will  be 
and  when  it  will  come  remain  unknown. 

In  the  meantime,  I  have  to  admit:  I’m  having  a  great  time 
brushing  up  on  my  favorite  pastime,  golf.  HEl 


Got  any  stories  you'd  like  to  share  with  other  CIOs?  Let  Senior  Editor 
Alison  Bass  know  at  abass@cio.com.  William  Crowell 
was  CIO  of  Meredith  Corp.,  the  publisher  of  Better 
Homes  and  Gardens,  Ladies  Home  Journal  and  other 
lifestyle  magazines,  for  seven  years  before  leaving  in 
January.  If  you  have  a  lead  on  a  great  CIO  job,  e-mail 
him  at  wiliiam_croweli@hotmail.com. 
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UpShot’s  clients  are  medium  to  large  businesses  with  combined  sales  revenues  in  the  hundreds  of 
billions  of  dollars.  UpShot  is  single-mindedly  dedicated  to  increasing  companies’  sales  results. 
UpShot’s  solution  offers  what  big  businesses  demand— superior  forecasting,  reporting  and  analytics, 
integrated  sales  and  marketing  modules,  and  a  fully  functional  offline  capability.  Delivering  big 
results  for  demanding  clients  has  made  UpShot  the  leading  web-based,  sales-focused  CRM  solution. 
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CALL  1.888.224.3720  OR  VISIT  US  AT  WWW.UPSHOT.COM/CIO  TO  RECEIVE  A  W  I***1  1  w  * 

COPY  OF  THE  YANKEE  GROUP  WHITE  PAPER,  “WEB-BASED  CRM:  FASTER  RESULTS,  INCREASED  SALES.”  SEE  RESULTS  NOW. 
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CIOs  who  accept  favors  in  return  for  saying  good  things  about 
vendors  are  putting  themselves  and  their  career  in  jeopardy. 
And  so  are  the  CIOs  who  listen  to  them.  by  sarah  d.  scalet 


Reader  ROI 

Learn  how  vendors  court  and 
capitalize  on  customer  references 

Understand  why  vendor  refer¬ 
ences  are  not  as  reliable  or 
informative  as  you  might  think 

Read  how  becoming  a  reference 
can  jeopardize  your  career 
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LIKE  MANY  CIOS,  Steve  Pickett  is  happy  to  serve  as  a  reference  for  his  favorite 
vendors.  If  he  spends  a  couple  of  hours  talking  to  a  prospective  customer,  the 
vendor  might  not  bill  his  company  the  next  time  he  needs  a  service  visit  not 
covered  in  his  contract.  He  doesn’t  benefit  personally  from  the  deal;  the  perks 
go  to  his  company,  which  approves  of  the  practice,  so  why  not? 

But  when  the  time  comes  for  Pickett  to  make  a  decision  about  buying  his 
own  software,  he  doesn't  place  much  stake  in  what  his  colleagues  have  to 
say— and  he  doesn’t  always  think  that  the  CIOs  who  call  him  should  either. 

“Some  of  the  companies  that  have  called  me  have  taken  [the  reference 
process]  much  too  lightly,"  says  Pickett,  vice  president  and  CIO  for  Penske,  a 
Detroit-based  transportation  services  company.  “If  they’re  calling  me  to  find 
out  whether  a  particular  supplier  is  doing  a  good  job,  without  knowing  the 
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How  Sweet  Deals  Can  Be  Rotten  Business 


Cover  Story  |  Business  Ethics 

complexities  within  my  company,  I’m  not 
sure  that  they’re  learning  anything.  I  may  be 
giving  them  misleading  information  because 
their  business  is  different  from  mine.” 

Pickett  says  he’s  up  front  about  this.  Never¬ 
theless,  he  admits  there  is  a  natural  tendency 
to  avoid  the  negatives  if  things  are  going  well. 
“If  you  have  a  good  relationship  with  the 
supplier,  you’re  not  going  to  bad-mouth 
them,”  he  says,  though  he’s  careful  to  point 
out  that  if  he’s  receiving  bad  service  from  a 
vendor,  he’ll  say  so. 

All  of  which  is  to  say,  customer  references 
come  with  baggage — big,  unwieldy  baggage. 
Vendors’  long-held  practice  of  offering  entice¬ 
ments  to  customers  to  speak  to  potential  new 
customers  is  widespread  and  widely  accepted 
by  CIOs.  Yet  despite  the  fact  that  reference 
checks  are  possibly  the  most  important  step  in 
the  software  selection  process,  CIOs  generally 
know  little  about  the  references  they  call  and 
even  less  about  the  terms  of  the  arrangement 
between  the  reference  and  the  vendor. 

Companies  that  serve  as  references  are 
likely  to  get  things  that  average  customers 
never  get:  preferential  treatment,  influence  on 
the  development  cycle — even  cash  rebates. 
These  customers  aren’t  average  in  any  way 
and  might  not  reflect  the  reality  of  your  situ¬ 
ation  unless  you  become  a  reference  too.  And 
even  if  the  reference  isn’t  getting  special  treat¬ 
ment,  most  software  projects  have  become  so 
big  and  complex  that  no  two  companies  are 
likely  to  have  the  same  experience  anyway. 
All  this  means  that  customer  references — espe¬ 
cially  in  the  realm  of  big  enterprise  software 
projects  like  ERP  and  CRM — have  ceased  to 
have  much  real  meaning. 

Worse,  serving  as  a  reference  yourself  can 
have  tragic  consequences  for  your  company 
and  your  career.  Accepting  personal  gifts  or 
money  for  being  a  reference  is  unethical  and 
can,  of  course,  get  you  fired.  But  even  if  the 
gifts  and  special  treatment  benefit  only  your 
enterprise,  not  you,  they  can  still  violate  your 
company’s  code  of  ethics  or  jeopardize  your 
company’s  fortunes  on  Wall  Street.  Saying 
good  things  about  bad  or  problematic  soft¬ 
ware  can  send  up  a  red  flag  with  Wall  Street 
analysts,  who  now  track  software  projects 


more  closely  and  downgrade  company  stocks 
at  the  slightest  whiff  of  trouble.  The  reference 
game  is  enough  of  an  ethical  quagmire  that 
the  federal  government  has  banned  its  IT  exec¬ 
utives  from  making  endorsements  of  any  kind. 

The  government  may  be  on  to  something. 
The  benefits  that  companies  gain  from  acting 
as  references  for  vendors  may  no  longer  justify 
the  risks — both  personal  and  companywide — 
that  are  part  of  the  package.  In  fact,  the  only 
viable  reason  for  agreeing  to  be  a  reference 
for  a  supplier  may  turn  out  to  be  the  simplest 
one  of  all:  because  you  think  it’s  good. 

The  Care  and  Feeding  of  You 

According  to  one  survey  by  the  IT  Services 
Marketing  Association,  52  percent  of  IT  buy¬ 
ers  make  purchase  decisions  based  on  referrals 
from  colleagues.  If  you  don’t  have  a  buddy 
you  can  call  for  a  reference,  vendors  are  ready 


to  help.  They  enlist  and  groom  armies  of 
happy  reference  customers  to  take  calls  about 
their  experiences.  “There’s  a  science  to  the 
care  and  feeding  of  these  references,”  says 
Analyst  Jim  Shepherd  of  Boston-based  AMR 
Research.  That’s  because  references  are  the 
cornerstone  of  the  software  sales  cycle. 

Being  a  reference  can  be  informal  and  sim¬ 
ple — such  as  agreeing  to  be  listed  on  the  ven¬ 
dor’s  website  or  doing  the  occasional  favor 
for  the  vendor’s  sales  team.  Or  it  can  be  quite 
complex,  with  specific  agreements  written  into 
the  software  contract  between  the  reference 
and  the  vendor.  The  contract  might  stipulate 
taking  a  certain  number  of  calls  from  prospec¬ 
tive  customers,  the  press  or  analysts,  for 
example,  or  speaking  at  a  user  conference,  or 
approving  a  certain  number  of  press  releases 
and  case  studies  about  the  implementation. 

At  large  software  companies  like  Pleasan- 
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“Vendors  say,  If  you  do  a  press  release  by  the  end  of  our  first 
quarter,  we’ll  give  you  X  percent  discount." 

-PATTI  MORRISON,  CIO,  OFFICE  DEPOT 


ton,  Calif.-based  PeopleSoft,  managing  these 
references  is  a  full-time  job.  In  fact,  it’s  five 
full-time  jobs,  overseen  by  Wendi  Wolfgram, 
program  manager  for  the  user  reference  pro¬ 
gram,  for  which  more  than  700  companies 
have  signed  up.  Wolfgram  and  her  staff  keep 
a  database  of  information  about  those  cus¬ 
tomers,  including  details  about  each  installa¬ 
tion,  multiple  contacts  in  different  parts  of  the 
business,  and  the  customer’s  level  of  commit¬ 
ment  to  and  history  of  serving  as  a  reference. 
When  a  salesperson  needs  a  reference  for  a 
prospective  customer,  the  reference  team  looks 
for  a  good  match — a  company  in  a  similar 
industry  that’s  not  a  direct  competitor,  that 
has  a  similar  shop  and  that  hasn’t  been  over¬ 
used  as  a  reference.  According  to  Wolfgram, 
the  program  is  so  valuable  that  it  affects  more 
than  78  percent  of  deals  closed  each  quarter. 
And  it’s  so  valuable  that  PeopleSoft  puts  a 
great  deal  of  time,  effort  and  money  into  keep¬ 
ing  it  running  smoothly. 

“We  do  have  rewards,  and  it’s  kind  of  like 
a  frequent  flier  program,”  says  Heather 
Loisel,  PeopleSoft’s  vice  president  of  global 
sales  productivity.  “It’s  completely  voluntary, 
and  it  kicks  in  after  a  certain  level  of  volun¬ 
teer  activity.  The  reference  earns  points,  and 
those  points  can  be  used  for  things  like  a 
pass  to  one  of  our  member  conferences.” 

Givers  and  Takers 

Free  conference  passes  are  only  the  beginning. 
“You  usually  get  something  out  of  it,”  says 
Eastman  Kodak  CIO  Mark  Gulling,  who  has 
gotten  free  consulting  and,  from  SAP,  a  rebate 
for  serving  as  a  reference.  He  won’t  give 
specifics  but  says  the  rebate  is  minimal  and 
benefits  his  Rochester,  N.Y.-based  employer, 
not  him.  “[Vendors]  understand  that  it  takes 
time  for  you  to  do  this,  but  that’s  not  why 
you  do  it,”  he  says.  “It  gives  me  contacts  that 
I  can  go  back  and  talk  to  later.” 

The  vendors  CIO  spoke  with  for  this 
story — i2  Technologies,  Manugistics,  Oracle 


and  PeopleSoft — all  downplayed  these  incen¬ 
tives.  (Other  competing  vendors  declined  to 
be  interviewed  for  this  article.)  “We  don’t 
want  to  have  a  program  in  place  where  the 
reward  is  so  large  that  the  customer  says,  I’m 
going  to  go  after  that  award,”  says  Katrina 
Roche,  chief  marketing  officer  for  Dallas- 
based  i2  Technologies.  “We  want  people  to 
know  we  appreciate  them,  but  we  don’t  want 
that  appreciation  to  sway  that  decision.” 

But  it  would  be  naive  to  assume  that 
shady  reference  deals  aren’t  cut  in  the  soft¬ 
ware  industry.  Roche  remembers  working 
for  one  small  software  vendor  that  offered  a 
customer  a  $7,000  discount  to  serve  as  a 
“marketing  center” — participating  in  ad 
campaigns  and  the  like. 

Dave  Munn,  CEO  of  Lexington,  Mass.- 
based  IT  Services  Marketing  Association, 
says  typical  reference  deals  involve  credit 
toward  training  classes  or  a  future  purchase. 
And  a  check  in  the  mail?  “Clearly  that  hap¬ 
pens,”  he  says. 

Patti  Morrison,  CIO  of  Office  Depot  in 
Delray  Beach,  Fla.,  and  former  CIO  of  GE 
Industrial  Systems  and  Quaker  Oats,  does 
not  count  herself  among  the  takers.  But  she 


does  feel  pressure  from  vendors  that  want 
her  to  put  a  reference  agreement  in  the  soft¬ 
ware  contract — especially  smaller  startups 
trying  to  solidify  their  position  in  the  mar¬ 
ketplace  with  references  so  that  they  can  get 
financing.  “They  say,  If  you  do  a  press 
release  by  the  end  of  our  first  quarter,  we’ll 
give  you  X  percent  discount,”  Morrison 
says.  “They  might  use  it  as  a  negotiating  tac¬ 
tic  for  price,  but  that  [discount]  is  not  a  good 
decision  on  which  to  make  the  choice  of  that 
vendor.”  Morrison,  whose  company  has  a 
policy  of  not  putting  reference  agreements 
into  contracts,  tells  them  that  she’ll  serve  as 
an  informal  reference — only  after  the  proj¬ 
ect  is  complete  and  has  been  successful.  But 
even  in  this  reduced  role  she  still  benefits, 
albeit  in  a  roundabout  way. 

“It’s  an  additional  incentive  for  the  ven¬ 
dor  to  support  you,”  she  says,  noting  that 
serving  as  a  reference  sometimes  gets  her 
better  customer  service,  including  access  to 
early  software  releases,  and  better  response 
from  the  vendor’s  senior  managers  and  soft¬ 
ware  developers.  “It’s  a  great  way  to  build  a 
relationship  with  the  supplier  [and  get]  their 
skin  in  the  game  to  make  you  successful.” 


Five  Reasons  to  Trust  a 

Customer  Reference 


The  vendor  will  offer  only  the  references  who  have  had  good  experiences. 

References  get  extra  attention  and  support  that  you  won’t— unless  you  become 
a  reference. 


The  customer  might  be  receiving  services— or  even  cash  rebates— in  return  for 
serving  as  a  reference. 


References  don’t  like  to  admit  multimillion-dollar  mistakes  or  bad-mouth 
crucial  vendors. 


No  two  big  software  projects  are  the  same.  The  reference’s  success  offers  no 


5  No  two  Dig  software  projects  are  tne  same.  1 1 
reason  to  believe  that  you  will  be  successful. 
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Blinded  by  the  Lighthouse 

Among  companies  that  agree  to  link  their 
name  to  a  vendor,  some  have  more  value  as 
references  than  others.  These  are  the  giants, 
the  companies  people  instantly  recognize,  the 
brands  they  trust.  A  short  jaunt  through  any 
vendor’s  annual  report,  conference  lineup  or 
website  makes  it  clear  which  customers  are 
so-called  lighthouse  accounts:  Procter  & 
Gamble  and  Nestle  for  SAP;  Charles  Schwab 
and  Deutsche  Telekom  for  Siebel;  Dell  and 
Home  Depot  for  i2  Technologies. 

These  lighthouses  can  help  vendors  gain 
legitimacy,  sell  products  and  boost  shareholder 
confidence  by  proving  that  the  vendor  has  a 
steady  paycheck  from  a  company  with  deep, 
well-constructed  pockets.  But  they  can  also 
break  their  vendors,  by  talking  up  a  project 
and  then  pulling  back  on  it.  Last  February,  for 


example, TheStreet.com  reported  that  Manu- 
gistics’  stock  price  fell  18.5  percent  reportedly 
after  a  research  analyst  said  that  one  of  Man- 
ugistics’  lighthouse  customers,  Ford  Motor, 
had  put  some  IT  projects  on  hold.  Manugis- 
tics’  CFO  Raj  Rajaji  had  to  assure  nervous 
investors  that  Lloyd  Hansen,  Ford’s  vice  presi¬ 
dent  of  revenue  management,  was  speaking 
at  an  upcoming  user  conference — proof  that 
the  partnership  was  still  strong. 

How  Happy  Talk  Works 

A  reference  may  sound  good,  but  it’s  rarely 
an  accurate  representation  of  reality.  Compa¬ 
nies  that  agree  to  serve  as  references  are  self- 
selected,  happy  customers,  with  a  vested 
interest  in  the  vendor  leading  a  long,  produc¬ 
tive  life.  “You  want  your  vendor  to  be  suc¬ 
cessful  and  gain  resources  and  clout  so  that 


they  can  improve  their  software,”  says  Wendy 
Close,  an  analyst  for  Stamford,  Conn.-based 
Gartner.  This  is  one  incentive  for  a  CIO  to 
become  a  reference — but  it’s  also  an  incentive 
for  a  CIO  to  be  a  positive  reference. 

References  also  use  their  position  to  influ¬ 
ence  the  direction  of  the  technology.  “If  I  do 
things  for  [vendors],  I  end  up  having  some 
influence  on  them  in  terms  of  the  future 
direction  I’d  like  them  to  take,”  says  the 
CIO  of  a  retail  company  who  spoke  on  con¬ 
dition  of  anonymity.  When  asked  if  that 
makes  him  less  valuable  as  a  reference, 
there’s  a  long  pause.  “An  average  customer 
would  have  to  think  that  customers  like  me 
have  their  best  interest  in  mind,”  he  says 
finally,  noting  that  most  prospects  don’t  ask 
about  his  relationship  with  the  vendor. 

It’s  worth  taking  the  time  to  understand  that 
relationship.  In  some  cases,  a  company  may 
form  such  a  strong  bond  with  a  vendor  that 
the  company  becomes  something  more  than  a 
customer  if  something  less  than  a  partner.  But 
you  have  to  dig  to  find  that  out  for  yourself — 
vendors  won’t  spell  it  out  for  you. 

Consider,  for  example,  Charles  Schwab’s 
affiliation  with  Siebel.  The  brokerage  has  long 
been  prominent  in  Siebel’s  marketing  materials. 
And  a  casual  visitor  to  its  website  would 
assume  that  Schwab  is  nothing  more  than  a 
good  customer.  But  the  CEO  of  Schwab  has 
been  on  Siebel’s  board  of  directors  since  1994, 
and  back  in  1996  the  brokerage  accounted  for 
fully  23  percent  of  Siebel’s  revenue,  according 
to  an  SEC  filing.  In  other  words,  assuming  that 
Schwab’s  experiences  with  Siebel  will  predict 
yours  would  require  an  imaginative  leap. 

What  Is  Your  Word  Worth? 

Of  course,  there’s  nothing  inherently  wrong 
with  forming  a  strategic  partnership  with  a 
trusted  vendor.  And  there’s  not  necessarily 
anything  wrong  with  accepting  something  in 
return  for  providing  a  reference  either.  But 
companies  had  better  be  willing  to  talk  about 
it,  ethics  experts  say. 

“If  a  customer  is  unwilling  to  be  transparent 
[about  the  rewards],  then  the  conclusion  that 
a  disinterested  party  might  draw  is  that  the 
person  has  been  bought,”  says  Daryl  Koehn, 


_ 


Five  Ways  to  Get 
Customer  Reference 


from  a 


According  to  the  IT  Services  Marketing  Association,  52  percent  of  IT  buyers  make 
purchase  decisions  based  on  referrals  from  colleagues.  Which  makes  sense.  Who 
knows  your  problems  better  than  your  peers  do?  But,  as  you've  read,  the  customer 
referral  process  is  fraught  with  conflicts  of  interest,  and  the  information  you  derive 
needs  to  be  taken  with  a  few  pounds  of  salt.  Here's  some  advice  on  how  to  season  the 


Put  the  software  through  its  paces  as  much  as  possible.  (You've  heard  the 


I 


expression  "buying  a  pig  in 


;"?  It's  never  a  good  idea.) 


Before  taking  the  word  of  a  CIO  you  don't  know,  try  networking  with  CIOs  you  do 
know.  (Another  reason  you  should  make  a  practice  of  regularly  getting  out  of 

. .  ...  ,  ..  .  .  V 


your  office  to  hobnob  with  y 


w  wizards.) 


When  a  vendor  lists  a  company  as  a  reference,  you  can  presume  that  that 
company  had  a  good  experience  with  said  vendor.  But  that  presumption  should 
not  dissuade  you  from  calling  and  finding  out  for  yourself.  (In  other  words,  don't 
be  lazy;  do  your  homework.)  _ _  _ _  _ 

When  you  call  a  reference  from  a  vendor's  list,  it's  wise  to  ask  what  exactly  the 
company  got  in  return  for  agreeing  to  be  a  reference  in  the  first  place.  (It's  also  fair. 
But  the  question  doesn't  get  asked  as  often  as  it  should.) 

Be  specific.  Don't  ask,  How's  their  service?  Ask,  How  long  does  it  take  them  to 
get  back  to  you?  (What's  good  for  one  CIO  may  be  wholly  inadequate  for  you.) 
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Business  Ethics 


Cover  Story 


Government  employees  can't  endorse  vendors  and  can't  accept  gifts  without  leaping 
through  legal  hoops,  says  Mark  Forman,  the  federal  government’s  de  facto  CIO. 


director  of  the  Center  for  Business  Ethics  at 
the  University  of  St.  Thomas  in  Houston. 

So  what  can  CIOs  ethically  accept  in  return 
for  serving  as  a  reference?  Ideally,  nothing,  says 
Koehn.  “If  the  vendor’s  products  are  good,  the 
customer  should  be  willing  to  make  a  recom¬ 
mendation  for  that  vendor  free  of  charge, 
right?”  she  asks.  “The  question  is,  Why  does 
the  customer  feel  entitled  to  demand  some  kind 
of  recompense,  or  why  does  the  vendor  feel  the 
need  to  offer  some  kind  of  recompense?” 

If  the  reference  process  doesn’t  take  much 
time,  the  reference  shouldn’t  take  anything  in 
return,  Koehn  suggests.  But  “if  you’re  talking 

cio.com _ 

Have  you  been  snookered  by  tainted 
endorsements?  Post  your  war  stories 
in  TALK  BACK.  Find  the  link  in  the 
Web  Connections  box  at  www.cio.com. 


about  the  company’s  employees  being  tied  up 
for  days,  it’s  not  necessarily  inappropriate  for 
the  customer  to  get  something  in  return,  like  a 
small  discount”  or  free  training  that  takes  up 
roughly  the  same  time  as  the  site  visit,  she  says. 

Regardless,  the  CIO  had  better  believe  in 
the  product  without  reservation.  That’s  why 
some  companies  set  stria  parameters  around 
referencing.  For  instance,  The  Hartford  Finan¬ 
cial  Services  Group  has  a  policy  forbidding  its 
IT  group  from  negotiating  better  prices  or 
accepting  free  services  in  return  for  acting  as  a 
reference.  “We  pay  for  the  technology  and  the 
services  that  we  use  in  dollars,  not  in  refer¬ 
ences,  not  in  endorsements,”  says  a  spokesper¬ 
son  for  the  $15  billion  insurance  company  in 
Hartford,  Conn. 

“If  we’ve  had  a  good  experience  with  a  ven¬ 
dor  we  will  occasionally  share  what  the  results 
were,  but  we  try  to  make  sure  that  nothing 
could  get  misinterpreted,”  says  Hartford  CIO 


David  Annis.  That  means  making  sure  that 
comments  made  during  the  reference  process 
could  not  be  interpreted  as  an  endorsement. 

The  federal  government  has  barred  its 
employees  from  endorsing  vendors  and  accept¬ 
ing  any  gifts  unless  they  go  through  an  elabo¬ 
rate  legal  approval  process.  “A  government 
employee  who  holds  the  decision-making 
authority  cannot  personally  benefit  from  that 
authority,”  says  Mark  Forman,  associate  direc¬ 
tor  for  IT  and  e-govemment  for  the  U.S.  Office 
of  Management  and  Budget.  What’s  more,  he 
says,  the  department  as  a  whole  cannot  bene¬ 
fit  from  that  kind  of  arrangement  either.  “I 
would  consider  that  inappropriate,”  says  For¬ 
man,  the  federal  government’s  de  faao  CIO. 

Getting  at  the  Truth 

If  the  reference  process  is  so  troublesome, 
then  how  can  CIOs  make  sure  they’re  not 
getting  hoodwinked?  You  can  protect  your¬ 
self;  first,  put  the  software  through  its  paces 
as  much  as  possible.  Then,  look  for  a  trusted 
peer  to  talk  to  you  about  the  software  before 
you  go  to  the  vendor.  That  is  why  it’s  so 
important  to  stay  in  touch  with  your  peers, 
either  by  attending  conferences  or  joining  a 
professional  organization.  “It’s  your  per¬ 
sonal  relationship  with  the  CIO  that  you 
have  to  leverage  to  find  out  what  really  hap¬ 
pened.  You  won’t  get  that  out  of  a  formal 
reference  call,”  says  the  anonymous  CIO. 

When  he  does  talk  to  vendor  references, 
this  CIO  asks  for  contacts  at  specific  compa¬ 
nies  on  the  customer  list  rather  than  accepting 
the  ones  the  vendors  try  to  give  him.  When 
you  call  the  phone  numbers,  ask  the  compa¬ 
nies  what  they  did  to  get  on  the  list.  “It’s 
entirely  fair  to  ask,  What  have  you  received 
from  the  vendor  in  exchange  for  allowing  me 
to  sit  here  in  your  conference  room?”  says 
Andrew  McAfee,  an  assistant  professor  in 
technology  and  operations  management  at 
the  Harvard  Business  School,  who  is  doing 
research  on  the  CIO  decision-making  process. 
“I  would  imagine  it’s  a  question  that  gets 
asked  less  often  than  it  should.” 

Merely  knowing  there  are  references  is 
not  enough.  Rob  Cohen,  vice  president  and 
CIO  at  AstraZeneca,  the  London-based 
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DIFFERENT 


BUILDING  STRATEGIC  PARTNERSHIPS  TO  TRANSFORM  THE  BUSINESS 


SHARED 


Corporate  Hosts 


THE  SUCCESS  OF  ANY  I.T.  OR  BUSINESS  INITIATIVE 
relies  on  our  ability  to  build  strategic  partnerships  with 
corporate  and  business  unit  management,  key  suppliers, 
vendors  and  customers.  That  success  will  only  come 
when  many  different  voices  embrace  shared  visions. 

To  get  there,  we  need  solid  strategies,  clear  prioritiza¬ 
tion,  understanding  and  buy-in— along  with  the  right 
infrastructure  and  resources  in  place.  Join  us  as  your 
CIO  peers  share  visions  on  ways  to  create  new  business 
value,  a  higher  ROI  and  more  strategic  deployment  of 
technology. 


□ 
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Business  Ethics 


Cover  Story 


“It’s  entirely  fair  to  ask,  What  have  you  received  from  the  vendor  in 

exchange  for  allowing  me  to  sit  here  in  your  conference  room.” 

-ANDREW  MCAFEE,  ASSISTANT  PROFESSOR,  HARVARD  BUSINESS  SCHOOL 


pharmaceutical  company,  says  that  two- 
thirds  of  the  time,  when  he  agrees  to  talk  to 
a  prospect,  the  company  never  calls.  This 
suggests  that  some  companies  skimp  on  the 
homework — and  that’s  dangerous.  “I  can’t 
tell  you  the  number  of  times  where  [vendors 
have]  trotted  out  some  very  big  name,  but 
the  reference  is  only  using  part  of  the  prod¬ 
uct  in  one  department,”  says  Jim  Sutter,  sen¬ 
ior  partner  at  The  Peer  Consulting  Group 
in  Newport  Beach,  Calif.,  and  former  CIO 
of  Xerox  and  Rockwell  International. 

Companies  that  decide  to  do  a  site  visit 
should  send  in  people  who  will  be  on  the 
front  lines  of  the  implementation,  not  just 
the  CIO,  Sutter  recommends.  “Particularly 


to  a  peer,  [the  CIO  reference]  will  be  reluc¬ 
tant  to  say,  I  really  messed  up  when  I  made 
this  decision,”  he  says.  “If  you  send  some 
technical  people  in,  they  will  uncover  what 
worked  and  what  hasn’t  worked.” 

Then,  during  conversations,  ask  lots  of 
questions — carefully,  to  extract  facts,  rather 
than  opinions  or  generalities.  For  instance, 
you  might  ask,  “How  long  does  it  take  for 
them  to  get  back  to  you?  Not  just,  How’s 
their  service?”  AstraZeneca’s  Cohen  says. 

And  remember  Pickett,  the  reference  who 
wouldn’t  listen  to  himself  if  he  were  making  a 
purchase  decision?  That’s  not  to  say  he  finds 
references  useless.  He  just  won’t  use  them  to 
make  a  decision.  Pickett  has  found  that  they’re 


really  only  helpful  once  he’s  made  up  his  mind. 

“If  it’s  a  highly  valued  customer,  I’m  going 
to  find  out  from  them  what  extra  mile  [the 
vendor  was]  willing  to  go  to  get  [them],”  Pick¬ 
ett  says.  He’ll  probe  to  find  out,  for  instance, 
what  the  reference  was  able  to  get  over  the 
standard  vanilla  contract.  Then,  he’ll  ask  for 
tips  on  how  to  actually  implement  a  prod¬ 
uct — not  pick  it.  “It’s  free  advice  if  you  use  it 
correctly,”  he  says. 

And  if  you  don’t?  Well,  you  probably  won’t 
be  worse  off  for  following  your  own  mind. 
After  all,  that’s  what  Pickett  does.  HE1 


Tell  Senior  Writer  Sarah  D.  Scalet  your  customer  ref¬ 
erence  tales  at  sscalet@cio.com. 


On  the  frontline 
with  the  hottest  names 
in  business. 

As  varied  as  ATG's  clients  are,  they  have  one  thing  in  common:  a  passion  for  their 
customers.  By  selecting  ATG's  e-commerce  and  portal  software  solutions,  these  hot 
companies  deliver  extraordinary  personalized  service  to  their  customers.  This  positive 
experience  online  goes  right  to  the  bottom  line. 

With  ATG  applications,  you  can  quickly  match  content  to  users.  Customize  online 
interactions.  Make  modifications  without  rewriting  code.  So  you  can  better  serve  your 
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Supports  up  to  7,000 
simultaneous  users  and 
$100,000  per  hour 
in  transactions. 

HOOKED  ON  PHONICS 
Increased  online  sales 
revenue  38%  and 
membership  225%. 
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Increased  registered 
portal  users  by  over 

450%  within  3  months. 

customers  and  partners,  help  your  employees  be  more  productive,  and  maximize 
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your  investments  in  existing  infrastructure. 

See  first-hand  why  the  world's  leading  businesses  seek  out  the  leader  in  personalization 
technology.  Attend  our  webinar  and  get  a  chance  to  win  a  $2,500  shopping  spree  from 
the  hottest  names  in  business.  Register  today  at  www.atg.com. 
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READY, 


AIM, 


Anticipating  an 
economic  turnaround, 
CIOs  are  starting  to  snap 
up  the  best  IT  talent  out 
there  while  it’s  still  a 
buyer’s  market. 


So  what  are 
you  waiting  for? 


BY  ALICE  DRAGOON 


GRANT  KESSLER;  MIDDLE  AND  RIGHT  BY  SONNY  WILLIAMS 


After  a  year  of  IT  budget  cuts,  hir¬ 
ing  freezes  and  layoffs,  the  IT  staffing  crunch 
of  the  late  ’90s  has  likely  retreated  to  a  dusty 
corner  of  your  long-term  memory.  If  so,  get 
ready  for  some  major  deja  vu. 

Opinions  vary  about  precisely  when  the 
recovery  will  kick  in,  but  when  it  does,  the 
experts  are  unanimous:  CIOs  who  haven’t 
used  the  lean  times  to  map  out  smart 
staffing  strategies  will  be  toast. 

“Demand  for  IT  is  going  to  happen  pretty 
aggressively  and  quickly — much  faster  than 
an  IS  organization  can  be  prepared  for 
unless  it’s  already  preparing  for  a  recovery,” 
says  Diane  Tunick  Morello,  vice  president 


and  fourth  quarters  of  this  year.  Another 
34  percent  plan  to  add  new  staff  in  2003. 
(See  “Staffing  for  the  Rebound:  How  CIOs 
Plan  to  Cope,”  Page  52.) 

It  might  be  hard  to  believe  right  now  that 
the  IT  labor  market  will  tighten  in  the  fore¬ 
seeable  future.  As  Jim  Lester,  senior  vice  pres¬ 
ident  and  CIO  of  Columbus,  Ga. -based 
Aflac,  points  out,  we’re  unlikely  to  see  any¬ 
thing  like  the  rare  confluence  of  Y2K  and  the 
dotcom  craze  that  sparked  the  IT  staffing 
crunch  of  the  late  ’90s  anytime  soon.  But 
even  Lester  says  he’s  “always  concerned” 
about  where  he’s  going  to  get  high-quality  IT 
staff.  Maria  Schafer,  program  director  respon- 


scaled  back  on  their  efforts  to  attract,  nurture 
and  retain  employees  last  year,  according  to 
Ellen  Kitzis,  group  vice  president  of  executive 
programs  at  Gartner.  In  Gartner’s  annual  poll 
of  CIO  priorities,  attracting  and  retaining 
high-quality  employees  slipped  from  the  num¬ 
ber-two  key  management  issue  in  2001  to 
number  nine  in  2002.  The  message  CIOs  are 
getting  from  their  company  is  that  people 
aren’t  as  big  a  priority  as  getting  cost  out  of 
the  budget,  Kitzis  says. 

But  scrimping  on  your  staff  can  prove 
costly  in  the  long  run.  Employees  who  feel 
neglected  will  be  the  first  ones  out  the  door 
when  opportunities  arise  elsewhere,  leaving 


has  added  16  to  his  396- 
person  staff.  The  goal  this  year  is  to  hit  433. 


ups  i»iu  ntrt  lac y  nas given  ine  go-aneaa  to 
make  new  hires  after  last  year’s  hiring  freeze. 


Bank  One  CIO  AUSTIN  ADAMS  has  filled 
745  new  IT  positions  as  of  June  this  year. 


and  research  director  at  Stamford,  Conn.- 
based  Gartner.  Her  colleague  Linda  Pit- 
tenger,  president  and  CEO  of  People3  in 
Bridgewater,  N.J.,  Gartner’s  HR  consulting 
arm,  is  even  more  blunt:  “A  lot  of  CIOs  say, 
‘Well,  we  don’t  have  to  worry  about  this 
recruitment  problem  anymore.’  Those  CIOs 
don’t  have  a  clue.” 

A  recent  CIO  survey  suggests  that  plenty 
of  IT  executives  are  already  clued  in — and 
are  about  to  snap  up  the  best  available  IT 
talent  out  there.  Our  April  survey  of  251  IT 
executives  found  that  1 9  percent  are  already 
hiring  IT  staff  to  handle  increased  IT  activ¬ 
ity,  and  27  percent  plan  to  hire  in  the  third 


sible  for  human  capital  management  research 
at  Stamford,  Conn. -based  Meta  Group, 
warns  that  “demand  will 
pick  up;  then  there’ll  be  a 
scramble.” 

Here  are  seven  ways  to 
avoid  getting  caught  short 
when  the  economy  turns 
around. 

Don’t  scrimp  on 
your  staff.  In  hard 
times,  it’s  easy  to  for¬ 
get  the  value  of  human  cap¬ 
ital.  Faced  with  pressure  to 
cut  budgets,  many  CIOs 


you  with  the  headache  (and  higher  cost)  of 
finding  replacements  in  a  tighter  labor  mar¬ 
ket.  IT  executives  such  as 
Ken  Lacy,  CIO  of  Atlanta- 
based  UPS,  know  that  tak¬ 
ing  care  of  your  employees 
now  makes  good  business 
sense.  “To  me,  it’s  easier  to 
keep  the  employees  you 
have  than  to  continually 
turn  over  and  have  to 
train  new  people.  That 
costs  a  lot  of  money.” 

Some  CIOs  are  finding 
ways  to  reward  their  star 


Reader  ROI 

►  Understand  why  it's 
important  to  assess  your 
staff’s  skill  sets  now 

►  Learn  why  it’s  a  good 
time  to  renegotiate 
contracts  with  staffing 
providers 

►  Find  out  how  other 
CIOs  are  opening  up 
new  labor  pools 
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performers — and  increase  the  chances  they’ll 
stick  around  once  the  market  tightens — 
despite  current  budget  constraints.  “You 
can’t  not  give  your  son  a  birthday  present. 
And  you  can’t  not  give  your  top  performers 
something,”  says  recruiter  Beverly  Lieber- 
man,  president  of  Halbrecht  Lieberman 
Associates  of  Stamford,  Conn.  CIOs  may, 
jfor  example,  give  bonuses  or  salary  increases 
only  to  the  staff  they  want  most  to  keep. 
But  what  really  motivates  employees,  says 
People3’s  Pittenger,  are  career  development 
Opportunities.  Kitzis  recommends  that 
money-strapped  CIOs  who’ve  had  to  delay 

Or  cancel  IT  projects  hang  on  to  their 

■ 

employees  by  putting  them  on  creative  job 
rotations  in  business  units. 

2  Take  advantage  of  the  buyer’s 
market— while  it  lasts.  Many  IT 
workers  burned  by  dotcom  adven¬ 
tures — or  burned  out  by  working  long  hours 
as  consultants — are  more  interested  in  long¬ 
term  career  potential  these  days  than  in  the 
promise  of  stock  options  or  huge  salaries. 
CIOs  who  want  to  hire  the  cream  of  this  crop 
should  act  quickly.  “Don’t  wait  until  it’s 
bbvious  that  the  market  has  recovered,  or  it 
will  be  too  late  to  get  the  best  hires,”  says 
Marc  D.  Lewis,  managing  director  and  head 
of  the  corporate  IT  practice  at  Cleveland- 
jbased  recruiting  firm  Christian  &  Timbers. 

Bank  One  CIO  Austin  Adams  was  one  of 
the  first  to  recognize  this  window  of  oppor¬ 
tunity.  Last  October  he  announced  a  cam¬ 
paign  to  hire  600  IT  workers  in  Columbus, 
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Staffing  for  the  Rebound: 

How  CIOs  Plan  to  Cope 

THE  DOWNTURN’S  EFFECT 

CIOS  WILL  HIRE: 

ON  I.T.  ORGANIZATIONS: 

■  Permanent  employees:  57% 

■  43%  of  IT  executives  said  their 

IT  budgets  were  cut  in  2002 

■  Temporary  employees  or 
contractors:  30% 

■  50%  postponed  or  reduced 
funding  for  IT  projects 

■  13%  won’t  hire  anyone;  they’ll 
rely  on  outsourcers 

■  42%  cut  IT  staff 

CIOS  ARE  LOOKING  TO  HIRE: 

j  -  V  v  -j;  _  --  '  -l 

CIOS  WILL  BEGIN  HIRING  IN: 

■  Application  developers:  57% 

■  Q3  and  Q4  of  2002:  27% 

■  Project  managers:  45% 

■  2003:  34% 

■  Beyond  2003: 19% 

■  Are  already  hiring:  19% 

■  Database  managers:  37% 

SOURCE.  "I.T.  PLANNING  FOR  TH'E  ECONOMIC  RECOVERY. 

"  CIO'S  APRIL  2002  SURVEY  OF  251  I.T.  EXECUTIVES: 

“A  LOT  OF  CIOS  SAY,  ‘WELL,  WE  DON’T 
HAVE  TO  WORRY  ABOUT  THIS 
RECRUITMENT  PROBLEM  ANYMORE.’ 
THOSE  CIOS  DON’T  HAVE  A  CLUE.” 

-LINDA  PITTENGER.  PRESIDENT  AND  CEO,  PEOPLE3 


Ohio,  and  in  Chicago,  the  company’s  head¬ 
quarters.  Following  a  series  of  mergers, 
Adams  was  in  the  process  of  converting  four 
deposit  systems  into  a  single  platform.  He 
also  wanted  to  bring  some  outsourced  sys¬ 


tems  in-house  and  convert  a  large  percentage 
of  contract  employees  to  full-time  equivalent 
(FTE).  Bank  One  has  since  increased  its  hir¬ 
ing  target  to  996  IT  workers  (and  will  likely 
add  another  150  to  that  tally).  As  of  June, 
the  bank  had  filled  745  new  IT  positions. 
Adams  says  he’s  been  able  to  lure  employees 
from  some  of  the  top  technology  compa¬ 
nies — workers  who  two  years  ago  “wouldn’t 
have  returned  our  phone  calls.” 

Both  Deborah  Beck,  executive  vice  presi¬ 
dent  of  strategic  planning  and  technology  at 
Northwestern  Mutual,  and  Aflac’s  Lester  have 
also  been  “making  hay  while  the  sun  shines,” 

as  Lester  puts  it.  “We 
absolutely  saw  the 
writing  on  the  wall 
that  there  would  be 
people  out  there,”  he 
says.  Lester  estimates 
that  he’s  already 
added  about  16  peo¬ 
ple  to  his  staff  of 
around  396.  This  year’s  goal  is  to  hit  433.  At 
Milwaukee-based  Northwestern  Mutual,  Beck 
says  she’s  added  39  to  her  internal  IT  staff  of 
759  since  January. 

Even  in  industries  harder  hit  by  the  eco¬ 


nomic  downturn,  wise  CIOs  are  taking 
advantage  of  the  buyer’s  market  for  IT  labor. 
At  UPS  which,  in  Lacy’s  words,  suffered  a 
“drop  in  volume,”  a  companywide  belt¬ 
tightening  in  spring  2001  led  the  CIO  to 
impose  a  moratorium  on  IT  hiring  for  every¬ 
thing  but  critical  needs.  Even  so,  he  left  the 
door  open  for  hiring  people  with  hot  skill 
sets  (for  example,  Web-based  application^ 
and  ERP  software).  And  early  this  year,  Lacy 
gave  the  go-ahead  to  make  more  hires.  “The 
downturn  in  the  economy  has  given  us  an 
opportunity  to  selectively  hire  a  few  of  these 
people  in  certain  areas  where  before  they 
were  kind  of  untouchable,”  he  says. 

3  Identify  your  needs  and  close  any 
skill  gaps.  To  avoid  getting  caught; 
unprepared  when  the  CEO  decides  toj 
loosen  the  purse  strings,  CIOs  need  to  identify 
the  specific  business  indicators  that  will  signal 
an  imminent  spike  in  business  demand  in 
their  particular  industry — and  demand  for 
more  IT  services,  says  Gartner’s  Morello. 
When  the  S&P  500  hits  1200,  CitiStreet 
CIO  Barry  Strasnick,  for  example,  will  take  it 
as  a  sign  that  his  resources  at  the  Quincy, 
Mass. -based  financial  services  company  will 
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Fortune  500®  company 
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soon  be  less  constrained.  IT  executives  also 
should  be  in  close  contact  with  key  business 
partners  to  review  business  and  IT  priorities 
as  their  companies  shift  from  cost-cutting 
mode  to  recovery  mode.  “When  things  start 
to  show  there’s  a  recovery,  you’ll  need  to 
refresh  the  corporate  strategic  plan,”  says 
Lieberman.  If  there’s  no  move  afoot  to  refresh 
that  plan,  CIOs  would  be  wise  to  initiate  one. 

Once  the  company’s  post-recovery  vision 
is  clarified,  CIOs  need  to  identify  what  has 
to  happen  to  support  it  and  what  skills  will 
be  needed  to  do  the  work.  Then  they  must 
decide  whether  or  not  to  fill  any  skills  gaps 
by  retraining,  hiring  or  outsourcing — or 
some  combination  of  the  three.  By  thinking 
this  through  now,  CIOs  will  be  ready  to  act 
when  the  business  gives  the  green  light  to 
pursue  new  IT  initiatives. 

To  stay  ahead  of  the  company’s  IT 
staffing  needs,  about  four  years  ago  Lacy 


created  an  IT  workforce  planning  commit¬ 
tee,  which  meets  monthly  in  New  Jersey  and 
includes  his  six  direct  reports.  Chaired  by 
an  HR  executive,  the  committee  reviews 
salaries  and  benefits  to  make  sure  they’re 
within  competitive  ranges,  and  addresses 
issues  such  as  how  to  improve  the  effective¬ 
ness  of  training  in  building  employee  skills. 

4  Renegotiate  with  a  short  list  of 
providers.  Now,  before  it  gets 
expensive,  is  a  good  time  to  renego¬ 
tiate  favorable  long-term  deals  with  fewer 
consultants,  outsourcers  and  other  pro¬ 
viders  of  supplemental  staff.  In  exchange 
for  more  of  your  current  and  future  busi¬ 
ness,  most  providers  will  be  willing  to  offer 
you  a  better  rate. 

At  Aetna,  in  Hartford,  Conn.,  Senior  Vice 
President  and  CIO  Wei-Tih  Cheng  expects 
to  save  hundreds  of  thousands  of  dollars  a 


“The  downturn  in  the  economy  has  given  us  an  opportunity  to  selectively  hire  a  few  of  these 
people  in  certain  areas  where  before  they  were  untouchable."  -KEN  LACY,  CIO,  UPS 


PEER  RESOURCES 


Rule  No.  1:  Nurture 
Your  Staff 

Find  out  how  in  MANAGING 
EINSTEINS  from  our  online  sister 
publication,  Darwinmag.com.  To 
read  and  share  it  with  colleagues, 
go  to  www.cio.com/printlinks  or 
www.darwinmag.com. 


year  after  renegotiating  with  major  consult¬ 
ing  companies  and  converting  some  con¬ 
sultants  to  FTEs.  Part  of  the  savings  comes 
from  tunneling  80  percent  to  85  percent  of 
the  project  dollars  the  company  spends  on 
consultants  to  a  short  list  of  about  20  pre¬ 
ferred  vendors;  the  goal  is  to  eventually  use; 
only  the  preferred  vendors. 

Establishing  more  favorable  relationships: 
with  fewer  providers  now  will  also  afford 
you  the  flexibility  to  deal  with  a  sudden 
surge  in  post-recovery  demand.  And  worstj 
case,  if  the  recovery  doesn’t  materialize,  it’s 
easier  and  less  disruptive  to  can  the  con¬ 
tractors  than  to  pink-slip  your  own  staff. 

Many  CIOs  still  licking  their  wounds  after: 
the  last  round  of  painful  layoffs  are  under¬ 
standably  gun-shy  about  hiring  more  full¬ 
time  staffers  if  there’s  even  a  chance  that! 
they’ll  be  forced  to  lay  them  off  if  the  recov¬ 
ery  doesn’t  come — or  last. 

5  Decrease  dependence  on  contrac¬ 
tors.  While  many  companies  are  will¬ 
ing  to  pay  for  the  flexibility  that  using 
contractors  affords,  some  view  today’s  soft  IT 
labor  market  as  an  opportunity  to  reduce 
expenses  and  increase  internal  expertise  byj 
moving  staffing  in-house.  As  Northwestern 
Mutual’s  Beck  shifts  from  a  60-40  to  a  70-30 
ratio  of  in-house  to  contract  employees,  she’s! 
asking  contractors  to  recommend  good! 
employees  that  they’ve  been  forced  to  lay  off. 

Bank  One’s  Adams  estimates  he’ll  save  at  least 
$15  per  hour  for  each  contract  employee  he 
converts  to  an  FIE.  He’s  working  on  modi¬ 
fying  portions  of  his  outsourcing  agreements 
with  AT&T  and  IBM  so  that  he  can  bring 
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more  of  the  network  support  and  data 
center  midrange  processing  in-house. 

And  he’s  also  looking  to  decrease  his 
ranks  of  third-party  application  devel¬ 
opers  and  project  managers  from  900 
to  about  300,  which  could  mean  a  sav¬ 
ings  of  at  least  $18  million  annually.  In 
addition  to  saving  money,  Adams 
believes  Bank  One  will  benefit  from 
having  more  FTEs  because  they  know 
the  business  better  and  can  therefore 
add  more  value  than  short-term  con¬ 
tractors.  Although  Strasnick  will  con¬ 
tinue  to  keep  contractors  in  the  staffing 
mix  at  CitiStreet,  he  would  like  to  have 
the  option  to  convert  them  to  FTEs  after 
a  fixed  number  of  months.  While  many 
vendors  were  averse  to  that  arrange¬ 
ment  during  the  dotcom  boom,  he’s 
finding  some  will  agree  to  do  that  now. 

“I  prefer  that  to  paying  an  agency  fee  in 
hiring  because  it  gives  us  both  a  chance 
to  know  each  other  better,”  he  explains. 

6  Develop  new  labor  sources. 

When  the  economy  does  turn 
around,  CIOs  with  the  most 
options  in  their  sourcing  pool  will  likely 
have  an  advantage.  Karl  Wachs,  CIO 
jat  global  chemical  giant  Celanese, 
planned  to  hire  10  interns  in  his  Sum¬ 
mit,  N.J.,  headquarters  this  summer  to 
give  university  students  exposure  to  the 
business — and  to  let  Celanese  see  how 
they  fare  in  the  work  environment. 
Wachs  believes  that  his  former  em¬ 
ployer,  BASF,  saved  almost  $250,000 
in  recruiting  fees  during  two  years  by 
hiring  20  interns  in  five  years.  But  the 
savings  itself,  he  emphasizes,  is  not  as  impor¬ 
tant  as  hiring  good  people. 

Nashville,  Tenn. -based  Gaylord  Enter¬ 
tainment  (a  hospitality  and  entertainment 
company  whose  properties  include  Gaylord 
Opryland  Resort  &  Convention  Center  and 
the  Grand  Ole  Opry)  is  partnering  with  Van¬ 
derbilt  University’s  Owen  Graduate  School 
of  Management  to  hire  MBA  students  as 
interns  now  that  demand  for  interns  from 
consultancies  and  investment  banks  has 


Taking  advantage  of  the  soft  IT  labor  market, 
Bank  One  CIO  AUSTIN  ADAMS  (above)  is 
moving  contract  employees  in-house.  He  esti¬ 
mates  he’ll  save  at  least  $15  per  hour  for  each 
contract  employee  he  converts.  And  Aflac  CIO 
JIM  LESTER  (below),  who  doubts  that  we’ll 
ever  see  anything  like  the  crunch  caused  by 
the  dotcom  craze,  is  “always  concerned” 
about  where  he’ll  find  high-quality  IT  staff. 


dried  up.  “They  contribute  at  very  high  lev¬ 
els,”  says  Karen  Spacek,  senior  vice  president 
of  technology,  HR  and  communications.  “In 
a  strong  IT  organization,  you  want  a  com¬ 
bination  of  really  good  technical  skills  and 
good  business  skills.” 

Aetna  is  rolling  out  a  new  fast-track  career 
path  designed  to  attract  star  graduates  from 
premier  colleges  such  as  MIT  and  the  Uni¬ 
versity  of  Pennsylvania.  The  fast-trackers  will 
rotate  through  assignments  in  IT  and  the 


7  Start  renegotiating  hiring 
constraints.  Most  companies 
have  frozen  hiring,  pulled  back 
on  raises  and  bonuses,  or  had  layoffs, 
says  Gartner’s  Morello,  and  many  have 
done  all  three.  “If  the  IS  organization  is 
still  tethered  to  an  older,  leaner  budget, 
and  is  prohibited  from  hiring,  you  have 
an  IS  organization  that’s  not  able  to 
meet  the  demands  of  the  business,”  she 
argues.  “The  business  will  then  cir¬ 
cumvent  IS  by  seeking  out  its  own  serv¬ 
ice  providers  or  hiring  its  own  people.” 
To  prevent  that,  CIOs  must  start  nego¬ 
tiating  with  executive  management  to 
remove  budgetary  and  hiring  restric¬ 
tions  before  the  demand  to  ramp  up  IT 
hits.  In  other  words,  companies  need 
to  begin  managing  for  recovery. 

“Business  demand  will  rise  faster 
than  the  IS  department  can  get  per¬ 
mission  for,”  Morello  predicts.  “You 
need  to  ask,  How  well  positioned  are 
we  to  turn  on  the  tap  again  for  the 
supply  of  people  we  need?” 

When  the  turnaround  arrives,  CIOs 
who  have  used  the  downturn  to 
reassess  their  staffing  needs  in  prepa¬ 
ration  for  a  surge  in  demand  will  be  in  an 
advantageous  competitive  position.  “CIOs 
should  view  the  ’01-’02  economy  as  a  time¬ 
out  in  a  football  game  where  they  need  to 
think  about  the  strengths  of  their  bench,” 
says  Christian  &  Timbers’  Lewis.  “When 
the  time-out  ends,  the  team  with  the  best 
players  on  the  field  will  win.”  HEJ 

Senior  Editor  Alice  Dragoon  can  be  reached  at 
adragoon@cio.  com . 


business  for  two  or  three  years  before 
getting  what  Cheng  calls  meaningful 
job  assignments  in  IT.  The  intent  is  to 
get  them  into  management  positions  in 
three  to  five  years  instead  of  the  typical 
five  to  10.  When  the  recovery  comes, 
those  high-value  employees  will  be  less 
likely  to  jump  ship  because  they’ll 
already  be  on  track  to  advance  quickly 
at  Aetna. 
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Ralph  Drayer 


Interview 


The  world  was  transformed  when  Procter  & 
Gamble’s  Ralph  Drayer  and  Sam  Walton  sat 
down  in  1987  to  discuss  a  better  way  of  keeping 
Wal-Mart  in  diapers.  In  an  exclusive  interview, 
Drayer  reveals  the  roots  of  a  business  process 

revolution.  BY  CHRISTOPHER  koch 


I  who  invented  this  stun  more  than  10  years  ago:  Procter  6 c  Gamble. 

Specifically,  teams  of  business  and  IT  people  led  in  1980  by  P&G 
Brand  Manager  Duane  Weeks  (who  now  runs  his  own  software  company, 
Exemplary,  in  Cupertino,  Calif.)  and  in  1987  by  Ralph  Drayer,  P&G’s  vice  presi¬ 
dent  of  customer  services  (who  now  runs  his  own  consulting  company,  Supply  Chain 
Insights,  in  Cincinnati). 

Weeks  prototyped  the  granddaddy  of  collaborative  busi-  Reader  roi 
ness  processes — continuous  replenishment — with  P&G 
automatically  shipping  Pampers  to  the  warehouses  of 
Schnucks,  a  St.  Louis  grocer,  without  the  Schnucks  managers 
having  to  place  orders.  Drayer  took  that  prototype,  broadened 
its  goals  and  sold  it  to  Wal-Mart  in  1988.  Today,  P&cG’s  soft¬ 
ware  and  process  design  is  the  industry  standard. 


Learn  how  continuous 
replenishment  trans¬ 
formed  business  processes 

Understand  how  threatening 
business  process  change  can 
be  to  a  corporate  culture 

Find  out  how  to  overcome 
internal  resistance  to  change 
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Interview  |  Ralph  Drayer 

But  continuous  replenishment  was  and  is 
about  much  more  than  computing.  It  was  a 
road  sign  that  pointed  to  the  future.  It  trans¬ 
formed  the  business  process  landscape.  It 
identifies  the  winners  and  the  losers  in  the 
IT  era. 

Not  convinced?  Consider  this:  Drayer 
successfully  piloted  his  system  first  with 
Wal-Mart’s  archrival  Kmart.  But  Kmart’s 
executive  team  didn’t  approve  moving 
beyond  the  pilot  stage.  The  rest,  as  they  say, 
is  history. 

CIO:  The  story  of  Wal-Mart  and  P&G  work¬ 
ing  together  on  supply  chain  management 
in  the  ’80s  has  become  the  stuff  of  legend. 
Based  on  your  experience,  how  should  two 
companies  approach  one  another  to  build 
the  kind  of  business  process  relationship 
that  you  built  with  Wal-Mart? 

Ralph  Drayer:  First,  you  have  to  have  a  trust¬ 
ing  business  relationship  with  your  counter¬ 
part  before  you’ll  get  very  far  in  collabora¬ 
tion  and,  specifically,  in  establishing  jointly 
managed  processes.  Secondly,  you  need  sen¬ 
ior  management  support  in  beginning  to 
work  with  your  trading  partner  in  new  ways 
that  have  a  mutual  benefit.  Collaborative 
planning,  forecasting  and  replenishment 
[CPFR]  is  a  great  example  of  a  process  that 
dramatically  changes  the  trading  relation¬ 
ship  between  two  companies.  [For  more 
information  on  CPFR,  see  www.cpfr.org.] 

We  hear  that  word  trust  all  the  time.  What 
does  it  really  mean? 

Trust  means  you  have  a  working  relation¬ 
ship  with  your  trading  partner,  where  you 
have  confidence  that  they  will  use  informa¬ 
tion  that  is  given  to  them  and  not  share  it 
with  competitors.  That  when  you  say  you’re 
going  to  do  something  you  do  something. 

In  this  industry,  there  were  so  many 
adversarial  win/lose  trading  relationships 
that  trust  was  at  a  very  low  level  overall.  The 
relationship  between  manufacturer  and 
retailer  was  focused  on  price  with  very  little 
time  spent  trying  to  understand  the  con¬ 
sumer  and  how  to  work  together  to  deliver 
value.  So  the  first  thing  that  had  to  be  done 


should  sen 


>nce  a  month, 
'e  ought  to  get 
rid  of  all  this 
egotiation  and 
invoicing.”’ 


before  you  could  start  these  joint  processes 
was  build  a  trusting  trading  partner  rela¬ 
tionship  with  others.  That’s  everything  from 
pricing  and  promotion  practices  to  follow- 
through.  You  have  to  demonstrate  that 
you’re  interested  in  their  well-being  and  suc¬ 
cess,  and  can  use  information  that  is  shared 
to  the  benefit  of  the  joint  partnership. 


What  was  the  first  collaborative  process  you 
did  with  Wal-Mart? 

Continuous  replenishment.  We  used  it  to 
build  trust  and  demonstrate  the  value  of 
sharing  information  and  focusing  on  the  ulti¬ 
mate  consumer.  That  created  some  dramatic 
benefits  for  P&G  and  the  consumer,  and  it 
built  the  foundation  for  a  bigger  sharing. 

How  did  the  relationship  between  Wal-Mart 
and  P&G  start? 

Who  knows  who  really  pushed  it,  but  there 
was  a  mutual  recognition  that  there  had  to 
be  a  better  way  to  do  business.  The  way  we 


were  working  together  was  not  only  frus¬ 
trating,  time-consuming  and  expensive,  but 
we  knew  both  companies  could  benefit 
from  working  with  their  largest  trading 
partner  in  a  different  way. 

I  had  the  good  fortune  to  be  in  the  first 
meeting,  which  was  in  1987.  We  approached 
this  on  the  basis  of  total  quality.  We  used  that 
as  a  framework  for  figuring  out  how  we 
were  each  organized  and  how  could  we 
work  together. 

I  remember  Sam  Walton  saying,  “The 
way  we  do  things  is  way  too  complicated. 
You  should  automatically  send  me  Pampers, 
and  I  should  send  you  a  check  once  a  month. 
We  ought  to  get  rid  of  all  this  negotiation  and 
invoicing.”  That  was  his  vision.  It  just  so 
happened  that  we  had  been  piloting  a  con¬ 
tinuous  replenishment  process  with  another 
retailer,  purely  as  a  logistics  project  to  drive 
down  the  landed  cost  and  their  acquisition 
cost.  So  I  had  a  capability  that  we  had  devel¬ 
oped,  and  I  mentioned  that  maybe  here  was 
a  good  place  to  start.  So  that  began  the  new 
working  relationship.  We  began  replenish¬ 
ing  their  inventory  using  this  new  computer- 
to-computer  tool  and  established  some 
incredible  results  in  terms  of  improved  serv¬ 
ice  levels  and  reduced  inventory. 

But  the  biggest  benefits  from  this  were 
the  soft  benefits.  It  really  built  a  foundation 
for  a  collaborative  trading  relationship  that 
eventually  went  beyond  logistics  to  include 
sharing  consumer  information  and  shopper 
loyalty  card  data.  It  was  incredible. 

Who  was  the  retailer  you  had  been  working 
with  before  Wal-Mart? 

Kmart. 

And  yet  we  hear  nothing  in  the  legend  about 
Kmart. 

Well,  there’s  a  reason  for  that.  The  Kmart 
project  was  started  to  drive  down  their  acqui¬ 
sition  cost  of  diapers.  But  the  difference  at 
Kmart  was  that  it  was  just  a  distribution  proj¬ 
ect;  it  wasn’t  a  strategic  project  to  really,  fun¬ 
damentally  change  the  trading  relationship. 
It  was  always  just  something  that  was  run  by 
the  distribution  people.  And  it  worked  too.  I 
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mean,  my  gosh,  they  had  dramatic  improve¬ 
ments  in  landed  cost,  which  could  be  reflected 
in  lower  pricing  for  diapers  at  the  stores. 
Their  in-stock  was  better,  and  they  eventu¬ 
ally  saw  continuous  replenishment  as  some¬ 
thing  they  wanted  to  extend  to  all  their  sup¬ 
pliers.  And  they  did.  But  it  didn’t  become  the 
foundation  for  a  fundamental  change  in  the 
trading  relationship  until  much  later. 

So  this  is  one  of  those  turning  points  where 
you  can  look  back  and  say  this  is  the  one 
that  missed  the  boat  and  this  is  the  one  that 
made  it? 

I  think  so. 

Did  you  have  an  inspiration  for  the  contin¬ 
uous  replenishment  project? 

We  knew  there  were  inefficiencies  in  the  sup¬ 
ply  chain  because  of  the  high  inventory  and 
transportation  costs  and  the  variability  in 
shipments.  We  knew  there  was  a  fundamen¬ 
tal  problem  in  how  we  were  serving  cus¬ 
tomers.  And  I  got  the  support  of  the  chair¬ 
man  of  the  company  who  invested  some 
money  to  see  if  we  could  develop  a  tool.  We 
actually  bought  Inform  from  IBM  as  the 
software.  What  was  funny  was  that  in  the 
course  of  this  we  rewrote  the  product  and 
later  sold  it  back  to  IBM.  And  they  took  it 
and  created  a  de  facto  industry  standard  for 
continuous  replenishment  with  it.  [The 
product  today  is  called  CRP.] 

What  were  the  challenges  when  you  first 
approached  Wal-Mart  to  begin  the  work? 

It  wasn’t  just  Wal-Mart.  We  took  this  CRP 
approach  and  expanded  it  to  all  our  key  cus¬ 
tomers.  Imagine  the  skepticism  among 
retailers  hearing  a  manufacturer  say  they 
could  manage  the  retailers’  inventory  better 
than  they  could  themselves.  Buyers  at  the 
different  retailers  were  very  reluctant  to  let 
go  of  this  responsibility. 

We  had  to  completely  rethink  how  we 
used  transportation  because  transportation 
became  a  key  ingredient  in  our  ability  to  dra¬ 
matically  reduce  inventory  at  our  customer 
and  at  the  same  time  improve  service  levels 
at  retail.  We  had  to  reeducate  our  plants  on 


“At  Wal-Mart, 
when  they  were 
growing  by  leaps 
and  bounds, 
it  wasn’t  unusual 
to  have  hundreds 
of  trailers  sitting 
in  their  yard.  They 
had  to  get  used 
to  the  fact  that 
there  was  no 
inventory  sitting 
around  in  the 
warehouses.  Those 
trucks  had  to 
be  unloaded 
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immediately. 


this  whole  just-in-time  approach.  The  cus¬ 
tomers  had  to  learn  to  receive  these  trucks 
immediately  when  they  arrived.  Particularly 
at  Wal-Mart,  when  they  were  growing  by 
leaps  and  bounds,  it  wasn’t  unusual  to  have 
hundreds  of  trailers  sitting  in  their  yard. 
They  had  to  get  used  to  the  fact  that  there 
was  no  inventory  sitting  around  in  the  ware¬ 
houses.  Those  trucks  had  to  be  unloaded 
immediately.  So  the  mechanics  of  schedul¬ 
ing  had  to  be  completely  rethought.  But 
once  we  got  it  worked  out,  it  delivered  a  lot 
of  results,  and  it  led  us  into  many  more  sen¬ 
sitive  areas  of  collaboration. 

Speaking  of  sensitive  areas,  how  did  you 
break  the  news  to  the  retailers  that  you 
thought  you  could  manage  their  inventory 
better  than  they  could? 

We  knew  we  had  a  superior  tool.  We  knew 
we  would  be  giving  a  lot  more  attention  to 
our  products  than  the  Wal-Mart  buyers 
could  ever  do.  They’re  focused  on  hundreds 


of  different  products  and  typically  reviewed 
them  only  once  a  week  whereas  we  had  a 
dedicated  customer  service  effort  focused 
only  on  these  products  and  were  focused  on 
the  entire  supply  chain,  not  just  what  was 
going  on  in  the  Wal-Mart  distribution  cen¬ 
ter  or  store. 

So  it  just  took  laying  out  why  we  thought 
we  could  do  it  better  and  starting  out  small, 
like  anything  else.  Pick  a  distribution  center 
and  demonstrate  you  can  do  it  before  you 
roll  it  out  to  all  of  them. 

At  the  beginning,  did  you  envision  that  this 
would  build  into  something  that  could  involve 
some  of  the  more  sensitive  processes? 

No,  we  didn’t.  When  we  started  this  whole 
customer  business  development  team  and 
extending  our  supply  chain  work  beyond 
the  four  walls  of  P&G,  we  knew  that  there 
was  value  there,  but  we  kind  of  learned  as 
we  went.  We  did  not  know  that  it  would  end 
up  serving  as  a  foundation  for  a  vastly 
improved  trading  relationship. 

What  other  processes  did  this  lead  to? 

The  most  exciting  is  CPFR.  This  grew  out 
of  continuous  replenishment.  We  knew  we 
needed  to  go  beyond  the  customer’s  ware¬ 
house  and  start  using  actual  point-of-sale 
[POS]  data.  And  CPFR,  which  is  now  an 
industry  standard,  we  helped  develop. 

The  beauty  of  this  process  is  that  it  not 
only  does  a  superior  job  on  replenishment 
but  it  links  demand  planning  and  supply 
planning  together  for  the  first  time  in  one 
process.  This  is  a  nine-step  process.  It  starts 
with  joint  business  planning  between  the 
two  trading  partners.  That  follows  into  pro¬ 
motion  planning  and  various  tactics  leading 
to  a  sales  forecast,  leading  to  an  order  fore¬ 
cast  and  concluding  with  an  evaluation  of 
how  the  promotion  did  so  you  could  have 
a  continuous  improvement  loop. 

All  through  the  process  you’re  using  his¬ 
torical  POS  data  to  better  project  what  a 
particular  promotion  is  going  to  develop 
into  in  terms  of  volume  and  [using  that]  on  a 
daily  basis  to  alter  replenishment  schedules. 
Very  powerful  process  but  very  comprehen- 
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sive,  so  it’s  been  a  little  slower  on  the  uptake 
than  many  companies  thought  it  would  be. 
This  is  probably  4  years  old.  A  lot  of  pilots 
have  been  accomplished.  We  have  it  going 
with  about  12  big  retailers  globally.  The  idea 
from  a  manufacturing  standpoint  is  not  only 
to  get  a  much  better  idea  of  what’s  coming 
from  your  key  retailers,  but  from  a  retailer’s 
standpoint  to  be  able  to  better  manage  the 
inbound  flow  of  goods  so  they  don’t  have 
to  have  a  whole  lot  of  warehouse  space. 
Think  of  it  as  a  pipeline  that’s  continually 
flowing  product  rather  than  a  warehouse. 

How  should  you  structure  these  efforts  so 
that  they  are  successful? 

You  need  a  strong  business  leader  to  run  it. 
We  not  only  had  a  chairman  who  knew 
there  was  value  if  we  could  create  a  new  col¬ 
laborative  trading  relationship  with  cus¬ 
tomers,  but  we  also  had  a  senior  sales  exec¬ 
utive  who  personally  championed  this  col¬ 
laborative,  team-based  relationship  with 
retailers.  He  then  put  together  a  supporting 
^organization  that  would  basically  change 
our  capability  at  the  customer  interface. 

I  had  the  good  fortune  of  leading  the  cus¬ 
tomer  service  and  logistics  component  of  that 
capability.  We  created  a  new  organization 
called  customer  business  development,  which 
was  previously  the  sales  department.  We 
brought  into  that  organization  new  skills: 
logistics,  IT,  finance,  marketing  and  some 
HR  people.  We  created  this  multifunctional 
organization  with  a  new  mission:  to  make 
our  customers  more  profitable  in  the  cate¬ 
gories  in  which  we  sold  products.  We  almost 
became  consultants  to  our  retailers.  In  fact, 
just  to  give  you  an  idea  of  how  far  that  went, 
we  eliminated  the  sales  quota.  Sales  repre¬ 
sentatives  no  longer  wrote  orders;  that  was 
done  by  the  logistics  person  on  the  team. 
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customers  more 
profitable  in 
the  categories 
in  which  we 
sold  products. 
We  almost 
became 
consultants  to 
our  retailers.” 


You  blew  up  your  sales  organization. 

We  changed  its  look  and  feel.  We  retrained 
and  redirected  the  work  so  that  the  sales  rep¬ 
resentatives  became  category  managers,  cat¬ 
egory  business  consultants,  marketing  con¬ 
sultants.  This  all  helped  build  the  trust  factor 
that  I  talked  about  earlier. 

Typically,  companies  start  a  pilot  and 
develop  one  of  these  cross-functional  teams, 
and  meanwhile  the  rest  of  the  organization 
keeps  cranking  along,  doing  things  the  way 
it  always  has,  Then  you  have  conflict  be¬ 
tween  the  groups:  Which  is  better,  our  way 
or  theirs?  How  did  you  deal  with  that? 
That’s  exactly  how  it  played  out.  I  remember 
sitting  in  a  meeting  with  Dick  Beckhardt, 
who  is  an  organization  effectiveness  guru, 
and  him  saying,  “You  know,  your  organi¬ 
zation  is  going  to  want  to  kill  this.”  Meaning 
they  won’t  like  what’s  going  on  at  Wal-Mart 
because  they’re  losing  control.  And  he  was 
absolutely  right.  So  the  senior  sales  executive 
had  to  support  the  team  and  protect  it  until 
it  was  strong  enough. 


Give  me  some  examples  of  some  of  the 
things  you  had  to  defend  against. 

Whereas  before  a  product  division  might 
have  had  direct  responsibility  for  Wal-Mart, 
now  all  of  a  sudden  there  was  this  corpo¬ 
rate  person  responsible  for  the  team  and  the 
business  at  Wal-Mart.  The  battles  were  con¬ 
tinuous.  Everything  from,  What  resources 
are  we  going  to  put  on  this  team?  to,  We 
don’t  like  that  particular  promotion. 

What  was  the  key  in  enabling  you  to  fight  off 
the  internal  challenges? 

Leadership.  Senior  management  being  com¬ 
mitted  to  this  change. 

What  would  you  say  to  industries  that 
despair  of  this  ever  working? 

One  of  the  hurdles  when  it  started  was  I  don’t 
want  to  sit  down  with  competitor  X,  Y,  Z  and 
compare  data.  What  you  find  is  that  on  things 
like  EDI  and  even  continuous  replenishment, 
that  shouldn’t  be  an  area  of  competitive 
advantage.  It’s  how  you  execute  a  standard 
or  an  agreed-upon  process  that  will  determine 
your  advantage  in  the  marketplace.  The  lead¬ 
ers  who  started  all  this  and  shared  the  infor¬ 
mation  are  now  onto  the  next  innovation. 

But  you're  P&G.  You  have  clout  and  respect. 
How  can  a  small  company  expect  to  do 
something  like  this? 

Well,  the  small  companies  that  could  never 
have  done  it  all  of  a  sudden  had  the  opportu¬ 
nity  to  use  continuous  replenishment.  The  first 
company  to  take  advantage  of  the  IBM  service 
offering  was  a  little  company  called  Golden 
Cat.  They  made  kitty  litter.  Their  CEO  said, 
My  gosh,  that’s  perfect  for  my  business!  He 
had  that  system  up  and  running  for  most  of 
his  big  customers  in  two  months.  He  was  so 
successful  he  was  purchased  by  Ralston 
Purina.  So  the  small  companies — if  the  CEO 
sees  the  advantage — can  take  advantage  a  lot 
quicker  than  the  big  guys,  nra 


Executive  Editor  Christopher  Koch  writes  frequently 
on  business  process  improvement  and  systems 
integration  issues.  He  welcomes  your  insights  on 
these  matters  at  ckoch@cio.com. 
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Storage  in  every  size  and  width. 


The  difference  between  winning  and  losing  is  a  little  thing  called 
“storage.”  And  the  winning  play  is  integrated  storage  solutions.  Why? 
Hardware  and  software  that  work  together  speed  implementation, 
let  you  maximize  your  current  infrastructure  investments,  and  help 
reduce  risk.  IBMTotalStorage"  solutions  are  complete,  cross-platform 
storage  offerings  that  cover  storage  networking,  disk,  tape,  software 
and  services.  Bent  on  winning?  Find  out  where  you  can  test-drive 
any  IBM  storage  solution  at  ibm.com/totalstorage/solutions 
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Dennis  Honan,  VP  of  Sears  Customer  Direct, 
discovered  that  customers  were  using  the 
Web  to  price  TV  sets. and  other  items,  but 
were  going  to  their  local  store  to  buy  them. 
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Channel  Integration 
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You  want  customers  to  be  able  to  buy  online  and  pick  up 
at  your  store.  But  figuring  out  how  to  do  that  is  a  major 
IT  challenge.  Here’s  how  two  retailers  pulled  it  off  and  why 

one  is  balking,  by  meridith  levinson 


Reader  ROI 

►  Understand  the  mind-set 
necessary  for  multichannel 
integration 

►  Discover  the  importance  of 
standardizing  brick-and-click 
point-of-sale  applications 

►  Learn  how  to  institute 
inventory  rules  to  allow 
in-store  pickup  of  Web- 
originated  orders 


My  father  loves  Lands’  End.  His  entire  XL  wardrobe  consists  almost  entirely 
of  jackets,  sweaters,  button-downs,  khakis,  jeans,  polo  shirts,  shorts  and 
shoes  from  the  venerable  Dodgeville,  Wis. -based  cataloger.  He  loves  Lands’ 
End’s  traditional  fashions,  customer  service  and  unconditional  guarantee— 
which  he  tests  every  few  seasons  when  he  returns  his  loafers,  claiming  the 
soles  have  worn  thin. 

My  father  hates  Sears,  the  ancient  giant  of  Hoffman  Estates,  III.  He  says 
its  snowblowers,  washing  machines,  dryers  and  dishwashers  all  break 
down.  And  its  repairmen  never  show  up  on  time. 

When  he  learned  last  May  that  Sears  was  buying  Lands’  End,  my  father 
was  not  happy.  In  fact,  I  haven’t  seen  him  so  crestfallen  since  the  New 
England  Patriots  lost  to  the  Chicago  Bears  in  Super  Bowl  XX.  He  thinks  his 
least  favorite  mass  merchant  is  going  to  ruin  his  favorite  apparel  retailer. 
“Sears  will  milk  them  and  milk  them  dry,”  he  says. 

Whether  Dad  is  right  or  wrong,  whether  the  acquisition  ruins  Lands’  End 
or  opens  up  a  new  market  for  it,  one  thing  is  clear:  Bricks  need  clicks,  clicks 
need  bricks,  and  Sears  has  hugely  strengthened  its  Internet  presence  with 
its  purchase  of  Lands’  End,  both  in  terms  of  its  highly  regarded  line  of  cloth¬ 
ing  and  its  equally  highly  regarded  Web  technology. 
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Channel  Integration 


“It  came  to  us  that  when  you  bay  on  the  Web,  you’re  basically  doing  an 
alternate-location  sale,”  -dennis  bowman,  circuit  city  senior  vp  and  cio 


“In  today’s  retail  market,  you  cannot  be  a 
credible  national  retailer  without  having  a 
robust  website,”  says  Dennis  Bowman,  sen¬ 
ior  vice  president  and  CIO  of  Circuit  City 
based  in  Richmond,  Va.,  adding  that  seam¬ 
less  multichannel  retailing  has  become  as 
much  of  a  customer  expectation  as  stores 
that  are  clean  and  well-stocked. 

To  that  end,  multichannel  retailers  will  be 
working  furiously  during  the  next  five  years 
to  integrate  their  e-commerce  sites  with  their 
inventory  and  point-of-sale  (POS)  systems  so 
that  they  can  accept  in-store  returns  of  mer¬ 
chandise  bought  online  and  allow  customers 
to  buy  on  the  Web  and  pick  up  in  the  store. 

Some  companies,  such  as  Best  Buy,  Circuit 
City,  Office  Depot  and  Sears,  already  do  so. 
Their  bricks  and  clicks  are  completely  inte- 
'  grated.  These  companies  have  been  the  fast 
movers  because  they  already  had  an  area  in 
their  stores  for  merchandise  pickup  (usually 
for  big,  bulky  items  like  TVs  and  appliances), 
and  because  long  before  the  Web  they  had  sys¬ 
tems  and  processes  in  place  that  facilitated  the 
transfer  of  a  sale  from  one  store  to  another. 

Other  retailers  are  partially  integrated. 
Ann  Taylor,  Bed  Bath  &  Beyond,  Eddie 
Bauer,  Linens  ’n  Things,  Macy’s,  REI,  Tar¬ 
get,  The  Gap  and  others  let  customers  return 
but  not  pick  up  online-ordered  merchandise 
in  stores.  But  there’s  still  a  host  of  big-name 
retailers  including  J.Crew  and  Victoria’s 


PEER  RESOURCES 


Getting  a  Handle  on  Point- 
Of-Sale  Data 

Integrating  e-commerce  and  POS 
data  is  crucial.  Share  MAKING  USE 
OF  ALL  THAT  DATA  from  our  online 
sister  publication,  Darwinmag.com, 
with  colleagues.  Find  the  link  at 
www.cio.com/printlinks  or 
www.darwinmag.com. 


Secret  that  can’t  do  even  that. 

“It’s  not  something  we  offer  at  the  moment, 
and  it’s  not  something  we’re  planning  to  offer 
any  time  soon,”  says  Karina  Sokolovskaya, 
spokeswoman  for  New  York  City-based 
J.Crew.  IT  and  e-commerce  executives  at  Vic¬ 
toria’s  Secret  had  no  comment. 

Other  retailers  and  analysts  say  that  com¬ 
panies  such  as  J.Crew  and  Victoria’s  Secret 
are  taking  longer  to  integrate  their  channels 
because  they’re  starting  from  scratch.  They 
don’t  have  the  infrastructure  in  place  that 
lets  them  transfer  sales  from  one  store  to 
another,  nor  do  they  have  an  area  in  their 
stores  where  they  can  set  aside  items  that 
customers  have  reserved  online. 

“If  they  set  up  their  websites  separately,  it 
may  be  hard  for  them  to  make  it  work  from 
a  back-end,  accounting  point  of  view,”  says 
Sally  McKenzie,  Eddie  Bauer’s  vice  president 
of  e-commerce. 

Ultimately,  the  explanation  for  why  so  few 
retailers  offer  the  full  “buy  online,  pick  up  in 


store”  capability  is  because  the  level  of  inte¬ 
gration  required  to  make  that  work  is  awfully 
hard  to  achieve.  The  few  pioneering  compa¬ 
nies  that  have  succeeded  have  done  so  by 
patching  their  information  systems  together, 
leveraging  robust  POS  systems,  implementing 
a  real-time  inventory  system,  and  building  on 
existing  processes  and  in-store  infrastructure. 
Giving  consumers  the  flexibility  to  shop  online 
and  return  or  pick  up  items  in  stores  is  help¬ 
ing  beleaguered  Sears  struggle  out  of  its  finan¬ 
cial  tailspin.  It’s  helping  Circuit  City  keep  the 
cash  rolling  in  at  a  time  when  the  company’s 
profits  are  threatened  by  sharp  decreases  in 
the  price  of  consumer  electronics.  And  while 
Eddie  Bauer  does  not  offer  in-store  pickup, 
simply  letting  customers  return  Web  orders  to 
stores  is  helping  the  company  increase  cus¬ 
tomer  loyalty  in  the  apparel  market  where 
competition  is  as  stiff  as  starched  denim. 

While  my  father  may  be  pessimistic  about 
the  fate  of  Lands’  End,  he  might  come  to 
appreciate  the  convenience  of  being  able  to 


Multichannel  Experience 


©Treat  the  Web  as  if  it  were  one  of  your  physical  locations  so  that  when  your  store 
point-of  sale  systems  interact  with  the  website,  they  think  they’re  interacting  with 
another  store. 

©  Instead  of  ripping  out  your  old  iT  infrastructure  and  replacing  it  with  something 
new,  use  what  you  have.. 

©  Build  off  your  existing  store  infrastructure  to  add  new  capabilities  such  as  buy 
online,  pick  up  and  return  at  stores. 

©Create  a  process  flow  diagram  to  map  all  the  systems  and  points  between  systems 
that  need  to  be  integrated  in  orderto  enable  multichannel  capabilities. 

©Think  through  inventory  thresholds  in  order  to  inform  online  customers  if  a  product 
is  in  stock  at  a  local  store.  You  don’t  want  your  customer  arriving  to  pick  up  his  item 
only  to  discover  it  was  sold  five  minutes  before.  -M.L. 
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We  need  global  scalability  without  overspending 


7  said  24x7x365.  NOT  22  or  23.  24! 


We're  losing  our  competitive  edge — what's  IT  going  to  do  about  it? 


Don't  take  the  heat  for 
infrastructure  limitations 


Are  you  ready  for  the  2002  holiday  shopping  season?  Yesterday's  centralized 
infrastructure  melts  under  today's  e-business  demands.  Akamai  eliminates  the  need 
for  costly  overprovisioning  via  a  massively  distributed  secure  computing  platform, 
enabling  enterprises  to  instantly  access  customers,  partners,  and  suppliers.  With 
on-demand  scalability,  reliability,  and  global  reach,  Akamai  increases  productivity  across 
the  enterprise  and  provides  a  superior  user  experience — contributing  to  bottom-line 
savings,  top-line  growth  and  a  happy  holiday  season. 


Receive  your  Executive  Guide  to  E-Business  Infrastructure* 

and  learn  how  your  e-business  can  benefit  from  Akamai  Technologies,  Inc 

k*  Includes  the  seven  criteria  all  e-business  infrastructure  should  meet! 
Visit  www.akamai.com/CIOmag 

or  call  1 .888.340.4252 


Akamai 
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All  other  trademarks  contained  herein  are  the  property  of  their  respective  owners. 


that  was  priced  on  the  Web  at  $99.99  but 
sold  for  $89.99  in  her  local  store,  the  IT  staff 
had  to  write  some  business  logic  on  top  of 
the  merchandising  system  so  that  the  POS 
system  in  the  store  would  know  to  ring  the 
CD  player  up  at  the  lower  price. 

Once  back-end  kinks  like  that  were  ironed 
out,  Circuit  City  was  ready  to  roll.  On  July 
21,  1999,  shop  online,  pick  up  and  return 
in  store  was  inaugurated.  The  company  soon 
found  out,  however,  that  it  had  some  wrin¬ 
kles  on  the  front  end  to  smooth  over. 

For  example,  the  process  Circuit  City  cur¬ 
rently  uses  to  ensure  that  customers  who 
reserve  items  online  for  in-store  pickup  actu¬ 
ally  get  those  items  evolved  over  time. 
“There  were  some  issues  at  first,”  says  Ken 
Pacunas,  technology  manager  at  the  Circuit 
City  store  in  Natick,  Mass.  “The  biggest  one 
was  that  there  was  no  time  limit  to  how  long 
an  employee  could  take  to  pick  a  product.” 

If  an  employee  waited  too  long  to  get  a 
pack  of  batteries  off  the  shelf  and  put  them 
in  a  back  room  with  the  customer’s  name 


return  his  worn  loafers  to  the  Sears  near 
him,  rather  than  having  to  pack  them  up 
and  ship  them  off  to  Wisconsin. 

CIRCUIT  CITY 

Where  the  Web  Is  Just 
Another  Store 

The  seamless  integration  of  Web  and  store 
operations  hinges  on  having  the  right  tech¬ 
nology,  the  right  infrastructure,  the  right 
processes  and,  above  all,  the  right  mind-set. 

In  1998,  Circuit  City,  the  $12.8  billion  con¬ 
sumer  electronics  retailer,  put  Web-enabled 
kiosks  in  its  stores  to  allow  customers  to  build 
customized  PCs.  Surprisingly,  50  percent  of 
the  people  who  purchased  PCs  through  these 
kiosks  wanted  to  pick  them  up  in  the  store 
rather  than  have  them  delivered  to  their  home. 

A  year  later,  while  the  company  was  cod¬ 
ifying  its  e-commerce  strategy,  it  struggled 

Circuit  City  CIO  Dennis  Bowman  had  a 
v  process  for  allowing  one  store  to  sell 
another’s  inventory.  He  leveraged  that  to 
include  the  Web.  Simple,  right?  Not  exactly. 

with  how  to  fund  its  vision  of  multichannel 
retailing.  Venture  capitalists  were  not  throw¬ 
ing  millions  Circuit  City’s  way.  Though  hype 
about  the  Web  was  brewing  hotter  and 
faster  than  lattes  at  Starbucks,  shareholders 
still  viewed  the  new  medium  as  a  risky 
investment.  If  Circuit  City  wanted  to  do 
something  about  the  Web,  it  was  going  to 
have  to  do  it  on  a  budget. 

Circuit  City’s  penny-wise  attitude  led  it  to 
use  its  own  assets  to  set  up  its  e-commerce 
infrastructure.  Had  the  company  spun  off  its 
site  as  a  separate  entity  (as  so  many  other 
enterprises  did  in  order  to  fund  their  Web 
initiatives),  Circuit  City  (like  others)  would 
have  wound  up  with  a  website  that  was  not 
integrated  with  its  other  systems. 

“We  thought  of  the  Web  as  just  another 
store.  We  basically  set  it  up  as  a  virtual  loca¬ 
tion,”  says  E-Commerce  Director  Steve 
Duchelle. 

That  notion  that  the  Web  store  was  no 


different  from  any  other  store 
led  Circuit  City  to  adapt  its  pro¬ 
prietary  POS  technology — which  already  let 
stores  sell  from  one  to  another — to  sell 
across  channels  and  offer  pickup  services. 

“We  already  had  an  existing  capability 
called  alternate-location  sales  where  you  can 
sell  the  inventory  of  one  store  from  another. 
It  came  to  us  that  when  you  buy  on  the  Web, 
you’re  basically  doing  an  alternate-location 
sale,”  says  CIO  Bowman. 

To  help  the  company  identify  which  sys¬ 
tems  needed  to  interface  in  order  to  support 
multichannel  retailing,  Circuit  City  developed 
a  business  process  flow  diagram.  The  dia¬ 
gram  made  the  integration  look  easy,  but 
when  the  systems  engineers  got  down  to 
work,  they  realized  this  was  not  just  a  matter 
of  writing  a  bit  of  code  and  patching  some 
middleware  between  systems.  It  involved 
complex  systems  interface  changes  and  devel¬ 
oping  entirely  new  business  processes. 

If,  for  example,  a  customer  arranged  to 
pick  up  a  portable  Sony  CD  player  in  a  store 
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Channel  Integration 


on  it,  another  customer  might  buy  it  before 
the  first  customer  arrived.  Result:  one  irate 
customer. 

To  prevent  that  scenario,  Circuit  City  insti¬ 
tuted  a  15-minute  rule.  When  an  order  for  an 
in-store  pickup  comes  in  to  the  store  from  Cir- 
cuitCity.com,  a  printer  connected  to  the  POS 
system  issues  a  pick  ticket  with  the  product 
ID  and  the  customer’s  name.  When  this  hap¬ 
pens,  a  timer  starts  and  store  associates  have 
15  minutes  to  pick  the  item,  acknowledge  that 
they’ve  done  so  in  the  POS  system  and  put  it 
on  a  shelf  designated  for  in-store  pickup.  If 
the  POS  system  doesn’t  recognize  the  com¬ 
pletion  of  the  task  within  15  minutes  of  the 
pick  ticket  being  gener¬ 
ated,  a  beeping  alarm  will 
sound  and  a  message  will 
appear  at  the  bottom  of 
every  POS  terminal  in  the 
store  reminding  clerks  that 
a  pickup  order  needs  to  be 
taken  off  the  shelf.  If  the 
POS  system  does  not  rec¬ 
ognize  the  completion  of 
the  task  within  30  minutes,  an  electronic  alert 
is  sent  to  the  customer  support  center  to  call  a 
manager  and  have  him  immediately  set  the 
product  aside  for  the  customer. 

Pacunas  says  that  people  buy  online  and 
pick  up  items  in  his  Natick  store  every  day 
and  that  5  percent  of  his  store’s  business 
comes  from  individuals  who  shop  online 
and  arrange  to  pick  up  their  merchandise  in 
the  store.  “It’s  the  convenience  factor,”  he 
says.  “Most  people  pick  their  items  up  the 
same  day  that  they  order  them  online.  They 
want  that  instant  satisfaction.” 

SEARS 

The  Importance  of  Being 
Real-Time 

“The  reason  we  developed  the  ability  to  buy 
online  and  pick  up  in  store  was  customer 
feedback,”  says  Dennis  Honan,  vice  presi¬ 
dent  of  Sears  Customer  Direct.  “We  looked 
at  online  shopping-cart  abandonment,  and 
we  asked  customers,  Why  aren’t  you  buy¬ 


ing  this  product?  Many  customers  said  they 
were  just  interested  in  seeing  what  the  cost 
was  and  that  they  planned  to  go  to  the  store 
and  buy  it.” 

In  many  ways,  Sears  approached  setting 
up  the  infrastructure  for  buy  online,  pick  up 
and  return  in  store,  which  went  live  Decem¬ 
ber  2001,  in  much  the  same  way  as  Circuit 
City.  Rather  than  buy  new  technology,  Sears 
looked  to  leverage  its  legacy  systems.  Like 
Circuit  City,  Sears  also  had  an  existing  area 
in  its  stores  reserved  for  merchandise  pickup. 
The  two  retailers  even  used  the  same  Broad- 
vision  e-commerce  and  content  management 
systems. 


But  Sears  faced  its  own  unique  challenge: 
transforming  an  inventory  system  that  was 
updated  on  a  nightly  basis  to  a  real-time, 
Web-enabled  system. 

The  foundation  for  Sears’s  buy  online, 
pick  up  in  store  capability  is  a  UDB  data¬ 
base  that  holds  real-time  inventory  infor¬ 
mation.  To  connect  its  store  POS  system  and 
e-commerce  system  with  the  UDB  database, 
Sears  uses  IBM’s  MQ  Series  middleware  and 
XML.  Those  technologies  function  as  a 
transport  mechanism  that  moves  data  from 
the  POS  and  e-commerce  systems  to  the 
inventory  systems.  To  make  the  POS, 
e-commerce  and  real-time  inventory  systems 
communicate  with  each  other,  Sears  wrote  one 
program  that’s  used  by  both  the  cash  registers 
and  the  Web  to  invoke  a  command,  such  as 
“check  a  local  store’s  inventory.”  All  three 
systems  run  and  understand  this  program. 

“For  the  buy  online,  pick  up  in  store,  we 
had  to  enable  stores  to  receive  sale  transac¬ 
tion  data  from  other  locations,  i.e.  the  Web, 
and  be  able  to  finish  it  in  their  systems,” 
says  Noreen  lies,  Sears  vice  president  of  cus¬ 


tomer  interaction  systems. 

To  that  end,  Sears  wrote  an  application 
that  made  a  Web-generated  transaction  look 
identical  to  a  store  transaction.  When  a  per¬ 
son  searches  Sears’s  website  for  a  Craftsman 
drill  and  decides  to  check  if  her  local  store 
carries  it,  Sears’s  Web  servers  determine 
what  kind  of  transaction  has  just  been  sub¬ 
mitted — an  inventory  look  up,  a  sale,  a  link 
to  another  page — and  where  the  transaction 
needs  to  be  sent.  In  this  case,  it  gets  sent  to 
the  real-time  database.  If  the  drill  is  avail¬ 
able  at  the  customer’s  local  store  and  she 
arranges  to  pick  it  up  that  day,  the  server 
sends  the  transaction  to  the  store,  indicat¬ 


ing  that  the  drill  needs  to  be  reserved. 

It  was  crucial  for  Sears  to  get  this  inte¬ 
gration  right.  It  had  to  make  sure  that  when 
a  product  was  purchased  online,  the  sale  got 
logged  in  to  its  real-time  inventory  system 
and  that  the  inventory  level  in  the  system 
went  down  accordingly. 

Once  Sears  was  sure  it  had  all  the  right 
hooks  in  all  the  right  systems,  the  company 
found  it  needed  to  make  some  adjustments 
on  the  front  end. 

Sears  established  inventory  rules.  “If  a 
product  is  below  two  items  in  a  store,  we 
don’t  make  that  available  online  for  imme¬ 
diate  pickup,”  explains  Honan.  He  says  that 
the  company  had  to  tweak  its  inventory 
thresholds  a  few  times  to  prevent  stores 
from  selling  out  of  an  item  it  indicated  was 
in  stock  online  between  the  time  the  cus¬ 
tomer  placed  the  Web  order  and  the  store 
associate  picked  it  off  the  shelf. 

Within  four  months  of  launch,  Sears  saw  a 
payoff.  Customers  who  shop  in  stores,  online 
and  through  the  catalog  spend  three  times 
the  amount  of  money  that  single-channel 


“Sears  looked  at  online  shopping-cart  abandonment  and 
asked  customers,  Why  aren't  you  buying  this  product? 
Many  said  they  planned  to  go  to  the  store  and  buy  it.” 

-DENNIS  HONAN,  SEARS  CUSTOMER  DIRECT  VP 
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You  Want  It  All? 

We've  Got  It  All. 

Emerging  technologies  and 
the  knowledge  you  need 

It's  a  fact:  In  an  economic  slowdown,  it's  imperative  to  stay  on  top  of 
what's  hot.  Security,  wireless,  storage,  Voice  over  IP,  service  provider 
solutions,  Web  services — it's  all  in  Atlanta  this  September. 

It's  all  under  one  roof 

NetWorld+Interop  and  COMDEX,  the  world's  leading  events  for  IT  and 
networking,  are  coming  together  to  create  an  unprecedented  oppor¬ 
tunity  for  you — to  stay  ahead  of  the  technology  curve  and  make  the 
best  business  and  technology  decisions. 


Take  advantage  of  the  latest  in  education  taught  by  industry  experts, 
the  authors  of  industry-respected  reference  books  and  applications. 
Hear  from  visionary  keynote  speakers  and  come  face-to-face  with  the 
movers  and  shakers  in  the  industry — the  top-level  companies  that  have 
the  products  and  solutions  you  need  to  keep  current  and  competitive. 

Drive  your  top  and  bottom  line — define 
your  future  at  the  most  important  week 
in  IT  and  networking. 


For  more  information  on  or  to 
register  for  NetWorld+Interop  and 
COMDEX  Atlanta  2002,  go  to 

www.interop-comdex.com. 

Or  call  888-886-4057; 
international,  781-433-1516. 


Register  today  at  www.interop-comdex.com  I  Interested  in  exhibiting  in  Atlanta?  Please  call 

Or  call  888-886-4057;  international,  781-433-1516.  our  Sales  Department  at  800-776-6676,  ext.  7927;  ! 

Be  sure  to  use  Coupon  Code  472  and  Priority  Code  CCMG2  when  registering.  international,  650-372-7927. 


OFFICIAL  CORPORATE 
SPONSORS  OF 
KEY3MEDIA  GROUP 


Official  Card  of  Key3Media  Group 


Mercedes-Benz 


Official  Automotive  Sponsor 


•nyse 

New  York  Stock  Exchange* 


Copyright  ©  2002  Key3Media  Events,  Inc.  303  Vintage  Park  Drive,  Foster  City,  CA  94404-1135.  All 
Rights  Reserved.  Key3Media,  Interop,  COMDEX,  and  associated  design  marks  and  logos  are  trademarks 
owned  or  used  under  license  by  Key3Media  Events,  Inc.  and  may  be  registered  in  the  United  States  and 
other  countries.  NetWorld  is  a  service  mark  of  Novell,  Inc.  and  may  be  registered  in  certain  jurisdic¬ 
tions.  Other  names  mentioned  may  be  trademarks  of  their  respective  owners. 


Channel  Integration 


customers  spend.  Today,  30  percent  to  40 
percent  of  online  sales  are  picked  up  in  stores, 
and — surprise! — 21  percent  of  customers 
who  arrange  for  in-store  pickup  end  up  mak¬ 
ing  additional  purchases  when  they  get  there. 

EDDIE  BAUER 

Penny-Wise, 

Pound-Foolish? 

Long  before  it  developed  a  website,  Eddie 
Bauer  was  accepting  catalog  returns  in  its 
stores.  When  the  Redmond,  Wash. -based 
retailer  launched  EddieBauer.com  in  1996,  it 
was  natural  to  extend  that  return  policy  to 
the  Web,  says  Vice  President  of  E-Commerce 
McKenzie.  “The  more  we  can  do  to  make  it 
easy  for  customers  to  do  business  with  us, 
the  better  off  we’ll  be.  Maybe  they’ll 
exchange  an  item  when  they  return  it.  It’s 
one  of  the  many  ways  that  tying  your  chan¬ 


nels  together  and  making  life  easier  for  cus¬ 
tomers  pays  off,”  she  says. 

While  letting  customers  return  catalog  and 
Web  purchases  to  stores  certainly  makes  life 
easier  for  consumers,  giving  them  the  option 
to  pick  up  those  orders  in  stores,  which  Eddie 
Bauer  doesn’t  do,  makes  them  even  happier. 
David  Kardesh,  CIO  of  The  Spiegel  Group  in 
Downers  Grove,  Ill.,  which  owns  Eddie  Bauer, 
says  the  company  has  considered  the  idea  of 
letting  Eddie  Bauer  customers  pick  up  Web 
orders  in  its  stores  but  has  no  immediate  plans 
to  do  so.  “Cost  is  the  issue,”  he  says. 

The  complexity  of  such  an  undertaking 
is  another  issue.  Kardesh  admits  that  setting 
up  systems  and  processes  for  accepting  in¬ 
store  returns  of  Web  and  catalog  orders  is  a 
relatively  simple  matter  and  does  not  require 
real-time  inventory  management.  Setting  up 
an  infrastructure  and  procedures  for  letting 
customers  pick  up  orders  in  stores,  which 
does  require  real-time  inventory  manage¬ 


ment,  is  much  more  difficult. 

Ultimately,  the  reluctance  of  Eddie  Bauer 
and  many  other  retailers  to  offer  in-store 
pickup  only  serves  to  accentuate  the  competi¬ 
tive  advantage  retailers  such  as  Sears  and  Cir¬ 
cuit  City  are  gaining.  It  will  be  interesting  to  see 
how  Sears’s  acquisition  of  Lands’  End  affects 
Eddie  Bauer  and  other  apparel  retailers  whose 
fashions  are  similar  to  Lands’  End’s.  Will  my 
father’s  Lands’  End  wardrobe  gradually  give 
way  to  Eddie  Bauer  branded  apparel  due  to 
his  animus  toward  Sears?  Or  will  he  remain  a 
loyal  Lands’  End  customer  because  Sears’s 
acquisition  provides  him  with  greater  flexibil¬ 
ity,  convenience  and  even  more  opportunities 
to  interact  with  his  favorite  retailer?  Knowing 
my  father,  he’ll  choose  the  latter.  HE] 


Senior  Writer  and  shopaholic  Meridith  Levinson 
writes  frequently  about  B2C  e-commerce.  If  you 
have  thoughts  about  channel  integration,  share  them 
with  her  at  mlevinson@cio.com. 


It's  true.  We're  devoted  to  three  things:  you,  you,  and  you.  From  our  dedicated  600-member 
Customer  Relations  Organization  to  our  flexible  licensing  agreements,  we're  doing 
business  on  your  terms.  Not  ours.  It's  another  way  that  the  company  you've  always 
counted  on  for  innovative  software  is  providing  innovative  business  solutions.  To  find  out 


I 


more,  or  to  hear  what  some  of  our  customers  have  to  say,  go  to  ca.com/innovation. 
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GIS  Goes  Worldwide 

Dropping  costs  and  simplified  usage  makes  GIS  a  mainstream  tool 

BY  DAINTRY  DUFFY 


THE  MODERN  CITIZENS  OF  THE  MEDIEVAL, 

canal-dissected  town  of  Brugge,  Belgium,  must 
have  thought  it  strange  to  see  packs  of  business- 
people  following  the  dim  green  glow  of  cell 
phone  screens  through  the  city  at  twilight.  What 


they  were  witnessing  was  a  demonstration  of 
one  of  the  latest  innovations  in  geographic  infor¬ 
mation  systems  technology  by  Tele  Atlas  North 
America,  a  Menlo  Park,  Calif.-based  digital  data 
provider. 
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ILLUSTRATION  BY  JACKIE  PARSONS 


now,  more  than  ever, 

feel  secure 

that  only  the  right  people 

access  your  Network. 

Keep  your  valuable  data  out  of  the  wrong  hands  with  the  power  of  Access  and  Security  solutions  from  Novell. 
Administrators  can  choose  one  or  multiple  authentication  methods  to  identify  users  with  absolute  certainty.  Users 
have  the  ease  of  a  single  enforceable  ID  they  use  anytime,  anywhere — resulting  in  up  to  a  95  percent  decrease 
in  password-related  help  desk  calls.  And  our  software  can  be  integrated  with  a  full  range  of  your  existing 
security  products,  from  password  protection  to  biometrics.  To  have  the  power  of  Novell  at  your  fingertips,  visit 
www.novell.com/solutions/access_security  today. 

Novell 

the  power  to  chaNge 

©  Copyright  2002  Novell.  Inc.  All  rights  reserved.  Novell  is  a  registered  trademark  and  the  power  to  change  is  a  trademark  of  Novell.  Inc.,  in  the  United  States  and  other  countries. 


Emerging  Technology 


The  first  night  in  Brugge,  the  Tele  Atlas 
conference  participants  divided  into  groups 
of  10  to  12  people,  with  each  team  given  a 
cell  phone  into  which  they  entered  a  code. 
What  followed  was  dinner,  entertainment 
and  a  tour  of  the  city — guided  by  the  GPS- 
enabled  cell  phone.  Instructions  appeared 
on  the  screen,  telling  the  participants  to  fol¬ 
low  different  streets  and  alleys  as  they  made 
their  way  through  the  town.  At  certain  des¬ 
tinations,  the  teams  would  enter  location- 
specific  information,  such  as  the  date  on 
a  15th  century  guild  house,  to  find  out 
where  the  next  course  of  their  meal  could 
be  found. 

While  capabilities  like  this  may  seem 
futuristic,  the  technology  and  infrastructure 


to  make  it  work  are  currently  being  rolled 
out  in  both  Europe  and  Japan,  and  will 
soon  be  available  in  the  United  States.  The 
FCC’s  E911  mandate,  which  requires  all 
wireless  carriers  to  be  able  to  locate  a 
majority  of  their  911  callers  by  the  end  of 
this  year  (most  major  carriers  failed  to  meet 
an  October  2001  deadline)  and  to  locate 
all  callers  by  December  2005,  will  produce 
a  slew  of  new  consumer  applications  for 
GIS.  But  even  though  these  natty  technol¬ 
ogy  services  get  the  most  attention,  it’s  the 
innovative  enterprise-oriented  GIS  applica¬ 
tions  that  are  currently  driving  the  growth 
in  the  GIS  sector. 

Mapping  GIS  Growth 

In  just  the  past  three  years  the  GIS  market 
has  changed  radically,  and  a  technology 
that  was  once  considered  too  specialized  to 
fall  within  the  domain  of  the  IS  department 


has  become  just  another  enterprise  tech¬ 
nology,  such  as  CRM  or  ERP. 

The  most  important  ingredient  for  GIS 
systems  is  data.  Merely  knowing  your 
coordinates  isn’t  of  much  use  unless  you’re 
on  a  ship,  but  knowing  what  street  you’re 
on,  where  the  nearest  hotel  is  and  the  fastest 
way  to  get  there  could  be  invaluable.  For 
years,  unfortunately,  very  little  data  of  that 
type  was  publicly  available,  and  what  did 
exist  was  prohibitively  expensive.  But  in 
the  past  few  years  a  whole  industry  has 
risen  around  the  collection  and  packaging 
of  GIS-useful  data — from  basic  street  maps 
to  census  figures  to  business  locations. 
And  all  of  it  is  available  for  sale — cheap. 
That  has  greatly  reduced  both  the  cost  and 


time  needed  to  get  a  GIS  application  up 
and  running. 

GIS’s  move  into  the  mainstream  has 
also  been  aided  by  the  fact  that  it’s  now 
possible  to  easily  integrate  it  with  other 
applications,  thanks  to  industry-standard 
databases  and  programming  interfaces. 

Not  only  do  users  no  longer  have  to  be 
specialists  to  work  with  GIS,  the  users  can 
be  anywhere.  The  high-bandwidth  needs 
of  image-intensive  geospatial  files  used  to 
necessitate  that  users  be  close  to  the  server, 
but  the  application  can  now  be  used  in  a 
distributed  environment  and  even  with 
remote  users  through  the  Web.  “Within 
three  years,  GIS  technology  will  be  largely 
invisible,”  predicts  Dave  Sonnen,  a  Blaine, 
Wash. -based  analyst  with  IDC  Research  (a 
sister  company  to  C/O’ s  publisher).  “It’ll 
just  be  part  of  the  infrastructure,  and  IS 
will  be  handling  geographic  information 


just  like  integers  and  floating  point  queries 
within  a  buffer.” 

GIS  and  the  Business 

According  to  Daratech,  a  Cambridge, 
Mass.,  market  research  company,  the  total 
revenue  from  GIS  software  topped  $1  bil¬ 
lion  in  2001,  which  represented  a  growth  of 
9  percent  in  2001  over  2000.  The  biggest 
spenders  on  GIS  are  primarily  in  the  regu¬ 
lated  sector:  electric,  gas  and  other  utility 
companies  that  use  the  technology  to  man¬ 
age  and  maintain  their  distribution  pipeline 
networks. 

Rubicon  Oil,  a  Sacramento,  Calif.-based 
fuel  and  lube  service  company,  uses  the 
@Road  Internet  Location  Manager  to  track 
its  drivers  on  their  daily  routes,  improve 
productivity,  and  monitor  oil  changes  and 
maintenance  records.  These  mundane  tasks 
have  taken  on  increased  importance  since 
Sept.  1 1 .  In  the  months  following  the  ter¬ 
rorist  attacks,  Ron  Quin,  an  operations 
manager  with  Rubicon,  was  visited  by  both 
the  FBI  and  the  California  Highway  Patrol 
looking  for  assurances  that  his  fuel  tankers 
couldn’t  be  hijacked  and  used  for  terror¬ 
ism.  Those  worries  became  even  closer  to 
reality  when  at  9  one  night,  not  long  after 
9/11,  the  @Road  application  showed  one 
of  the  company’s  drivers  40  to  60  miles  off 
his  route  and  out  of  contact.  Another  driver 
close  by  checked  on  the  situation  and  dis¬ 
covered  that  the  first  driver  had  stopped 
for  a  meal.  The  establishment  of  electronic 
parameters  to  monitor  vehicle  travel  is 
called  “geofencing,”  and  it  has  become  an 
increasingly  critical  application  for  GIS, 
particularly  among  fuel  and  hazardous 
material  transport  companies  looking  to 
keep  a  close  eye  on  their  shipments. 

Homeland  security  issues  have  further 
heightened  the  demand  for  GIS-enabled 
technologies.  In  April  of  2002,  Home 
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The  E911  mandate,  which  requires  all 
wireless  carriers  to  be  able  to  locate 
a  majority  of  their  911  callers  by  the 
end  of  this  year,  will  produce  a  slew  of 
new  consumer  applications  for  GIS. 
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Internet  SECURITY 


vs.  MANAGED  Internet  SECURITY 


These  days,  you've  got  to  go  beyond  VPNs, 
firewalls  and  access  control  solutions  to  keep  your 
data  secure.  You  need  to  actively  manage  every 
square  inch  of  your  network  infrastructure.  Going  it 
alone  is  not  the  best  option.  Going  with  Genuity  is. 

We  have  the  critical  technology  you  need  to  keep  your 
data  secure.  Genuity's  Black  Rocket  e Business  Network  Platform 
integrates  security  technology  with  Hosting,  Access,  Transport, 
Storage  and  VoIP  solutions.  And  it  sits  on  our  Tier  1  IP  network 
for  secure  communication  from  virtually  anywhere  in  the  world. 


But  technology  is,  of  course,  only  part  of  the  story.  You 
need  the  right  people,  too. 

Our  experts  actively  manage  and  maintain  your  network. 
We  live  and  breathe  network  security,  24x7x365.  We  monitor 
your  network  perimeter  for  security  breaches  and  unplanned 
network  failures.  And  look  for  potential  weaknesses  and  rec¬ 
ommend  solutions  before  they  become  problems. 

To  find  out  how  to  make  your  business  more  secure,  call 
1.800.GENUITY  or  visit  us  at 
www.genuity.com/ security. 


GENUITY 


With  Avaya,  you’re  already  this  close  to  IP  Telephony. 


In  fact,  you  can  use  what’s  in  your  own  network.  Now  Avaya,  the  leader  in  voice  solutions, 
has  extended  IP  Telephony  to  an  open  architecture.  So  our  feature-rich  MultiVantage m 
Software  can  work  with  your  existing  investment,  allowing  you  to  have  Enterprise  Class  IP 
Solutions  anywhere  in  your  network.  That  means  you  get  gentle  migration  and  flexible 
deployment  from  the  core  to  the  edge,  or  the  other  way  around.  Learn  how  a  network 
assessment  can  help  you  discover  how  close  you  are  to  IP  Telephony.  Visit  avaya.com/yes 
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Depot  cofounder  and  former  CEO  Bernie 
Marcus  pledged  $3.9  million  to  equip  a 
new  emergency  response  center  for  the 
Center  for  Disease  Control  and  Prevention 
(CDC),  and  a  portion  of  the  donation  was 
used  to  purchase  handheld  GIS-enabled 
technology.  Currently,  it’s  a  logistical  chal¬ 
lenge  for  CDC  investigators  to  track  the 
exact  time  when  and  location  where  inves¬ 
tigators  take  a  sample.  With  technology 
provided  by  Symbol  Technologies  and 
LinksPoint  software,  investigators  will 
attach  a  bar  code  to  each  blood  sample 
taken  from  an  ill  person  or  anthrax  sam¬ 
ple  taken  from  a  site,  and  scan  it  with  the 
handheld  geopositioning  device.  Back  at 
CDC  headquarters,  that  information  will 
populate  a  database  that  will  show  a  com¬ 
plete  record  of  each  sample.  “This  will 


service  center  agencies  at  USD  A.  “Our 
benefit-cost  analysis  has  shown  that  even 
with  all  the  expenses,  we’ll  find  a  payback 
in  year  of  2004,”  he  says. 

Picture  Place 

Eastman  Kodak  has  discovered  that  an 
entirely  new  industry  has  sprung  up 
around  the  use  of  GIS  and  digital  cameras. 
All  of  Kodak’s  professional  cameras — 
which  cost  more  than  $2,000 — have  a 
serial  port  built  in  that  supports  a  GPS 
receiver.  That  allows  photographers  not 
only  to  track  the  time  that  a  photo  was 
taken  but  also  the  latitude  and  longitude. 
Weekend  warrior  photographers,  pilots 
and  farmers  alike  have  found  that  they 
can  build  incredibly  precise  aerial  maps 
either  for  their  own  use  or  as  a  side  busi- 


Homeland  security  issues  have  further 
heightened  the  demand  for  GIS-enabled 
technologies. 


help  speed  the  CDC’s  analysis  and  response 
in  public  health  emergencies  where  lives 
are  threatened,”  says  Charles  Stokes,  pres¬ 
ident  and  CEO  of  the  CDC  Foundation 
in  Atlanta. 

GIS  is  also  at  work  in  more  tranquil  set¬ 
tings.  The  U.S.  Department  of  Agriculture 
(USDA)  in  Washington,  D.C.,  is  imple¬ 
menting  an  enterprisewide  GIS  application 
from  ESRI  across  its  many  agencies.  Sim¬ 
ilarly,  the  U.S.  Forest  Service  (USFS)  uses 
the  software  to  predict  fires  based  on  the 
proximity  to  known  fire-starting  agents 
such  as  railway  tracks,  where  flying  sparks 
can  ignite  brush,  and  major  highways  and 
cities,  where  a  tossed  cigarette  can  start  a 
blaze.  Once  a  fire  breaks  out,  the  USFS 
uses  GIS  to  map  the  spread  and  predict 
where  it’ll  go.  Not  only  has  GIS  radically 
improved  the  business  processes  across 
multiple  agencies,  it  has  already  proved  to 
be  a  smart  investment,  according  to  Den¬ 
nis  Lytle,  GIS  program  manager  for  the 


ness.  Since  digital  cameras  can  be  used  for 
infrared,  it’s  easy  for  users  to  create  digital 
maps  with  layers  using  software  from 
companies  like  Canto.  Jay  Kelbley,  world¬ 
wide  product  manager  for  professional 
digital  cameras  at  Kodak  in  Rochester, 
N.Y.,  offers  the  example  of  a  farmer  who 
could  locate  a  specific  area  on  a  color  map 
and  then  go  down  a  layer  into  infrared  to 
look  for  water  moisture  and  crop  infesta¬ 
tions  in  his  fields. 

The  Future  of  GIS 

For  businesses,  the  biggest  story  in  the 
future  of  GIS  may  very  well  be  Web  serv¬ 
ices.  A  number  of  smaller  companies  such 
as  Questerra  in  Charlottesville,  Va.,  and 
Vicinity  in  Sunnyvale,  Calif.,  are  providing 
companies  with  the  ability  to  do  complex 
spatial  queries  with  enterprise  data  through 
a  Web  interface.  Those  companies  will  host 
your  data  and  even  combine  it  with  other 
third-party  data  resources  if  you  want. 


IP  Telephony. 
Where  to  start? 

With  Avaya  Enterprise  Class 


1 


IP  Solutions  (ECU PS) 


featuring  MultiVantage 
Software,  start  anywhere 
in  your  network. 


S8700  Media  Server 


G700  Media  Gateway 

e  edge. 

•  Survivable  remote  location 

•  Standards-based  distributed 
architecture 
Cost-effective  option 


From  IP  Phones  to  Pocket  PCs 

With  a  specific  workgroup. 

•  First  to  seamlessly  extend 
applications  to  cellular 

•  Takes  applications  to  remote 
and  mobile  workers  for 
greater  productivity 


At  the  core. 

•  Delivers  up  to  99.999% 


reliability 
•  Scalable  from  20  to 
1  million  users 
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Learn  how  a  network  assessment  can 
help  you  discover  how  close  you  are 
to  IP  Telephony.  Visit  avaya.com/yes 
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Service  on  Site 

Another  of  the  most  important  emerging 
areas  within  GIS  will  be  location-based 
services,  which  is  the  wireless  application 
of  GIS  ranging  from  onboard  navigation 
systems  in  cars  to  business  uses  like 
petroleum  prospecting  and  exploration. 
Already,  services  such  as  OnStar’s  Virtual 
Advisor  are  being  used  to  pull  traffic 
advisories  to  a  vehicle  as  well  as  less  ger¬ 
mane  information  such  as  financial, 
entertainment  and  sports  news.  In  the 


For  businesses, 
the  biggest  story 
in  the  future  of 
GIS  may  very  well 
be  Web  services. 


future,  the  possibilities  of  such  systems 
are  almost  limitless.  They  could  be  used 
to  access  a  home  electronic  monitoring 
system  and  to  track  where  the  kids  are,  if 
they  happen  to  be  wearing  their  GPS 
bracelets.  “Cell  phones  will  become  sur¬ 
veying  devices,”  says  Jack  Dangermond, 
president  of  Redlands,  Calif.-based  ESRI. 
“As  people  move  around  they’ll  know 
where  they  are  relative  to  other  things: 
what  kind  of  neighborhood  you’re  in, 
where  a  certain  kind  of  restaurant  is  or 
how  to  get  somewhere.” 

As  GIS  becomes  more  fully  integrated 
into  cell  phones,  it’s  likely  that  users  will 
also  be  able  to  geographically  find  out 
where  their  friends  are — a  service  that  is 
already  available  in  Japan.  This,  of  course, 
raises  privacy  and  security  issues  that 
remain  unresolved.  “This  could  be  really 
grim,  or  if  it  helps  people’s  lives,  it  could 
be  pretty  provident,”  says  IDC’s  Sonnen. 
“Somewhere  in  between  is  the  truth.”  ■ 


Daintry  Duffy  is  a  senior  editor.  She  can  be 
reached  at  dduffy@cio.com. 
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UNDER  DEVELOPMENT 

Speech  interfaces 

You  Talking  to  Me? 

WHEN  NASSIR  NAVAB  TALKS  to  inanimate  objects,  they  usually  answer  him.  That’s 
because  Navab,  a  Siemens  researcher,  helped  develop  a  system  that  gives  industrial 
equipment  the  power  to  vocally  answer  questions  posed  by  humans. 

The  technology  is  designed  to  provide  an  easy  way  of  checking  on  the  operational 
status  of  various  gadgets,  including  valves,  pumps,  switches  and  motors.  Equipped  with 
a  wearable  or  mobile  computer  containing  a  built-in  camera,  a  user  could  determine  the 
status  of  any  piece  of  equipment  simply  by  walking  around  the  factory  floor.  An  802.11b 
wireless  network  transfers  data  from  the  equipment  to  a  central  server  and  from  the 
server  to  the  user.  A  microphone-equipped  headset  and  voice-recognition  and  synthesis 
software  supply  the  user  interface. 

Using  images  of  visual  markers  provided  by  the  mobile  camera,  as  well  as  localization 
software,  the  server  automatically  calculates  the  user’s  exact  position  and  orientation. 
“He  or  she  can  walk  around  the  workplace,  point  the  camera  at  the  object  and  ask  how  it 
is,”  says  Navab,  who’s  an  imaging  and  visualization  project  manager  at  Siemens 
Corporate  Research  in  Princeton,  N .J.  “One  simply  says  something  like,  ‘Current  status.’” 
The  server  will  then  query  the  object  and  divulge  the  item's  current  operating  condition- 
temperature,  pressure,  voltage,  flow  rate  and  so  on.  The  user  can  then  request  specific 
historical  information  about  the  object,  such  as  its  model  number,  age,  service  history 
and  the  name  of  the  employee  directly  responsible  for  its  maintenance.  The  user  can  also 
leave  a  voice  message  that  will  be  supplied  to  the  next  person  who  talks  to  the  object. 

Navab  believes.that  the  technology  could  be  used  in  a  wide  range  of  fields.  “Factories, 
power  plants,  refineries— any  place  that  might  have  thousands  of  different  pieces  of 
equipment,"  he  says.  Siemens  is  currently  testing  the  system  with  a  variety  of  different 
wearable  and  mobile  computers.  The  company  plans  to  install  a  pilot  version  at  a  work¬ 
ing  industrial  facility  sometime  next  year. 

-John  Edwards 
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Realize  your  potential. 


ProLiant  BL  e-Class  Servers 
Intel15  Pentium"  III  processors 


You're  a  visionary.  So  leave  the  endless  upgrades,  updates,  and  deployments 
to  someone  else,  while  you  concentrate  on  more  important  issues.  It's 
possible  with  Automated  Systems  Provisioning,  a  capability  of  ProLiant  server 
technologies  with  Intel®  Pentium®  III  and  Intel  Xeon™  processors.  ProLiant 
servers  running  ProLiant  Essentials  Rapid  Deployment  software  allow  you  to 
download  an  OS  or  application  upgrade  to  every  server  in  your  company 
quickly,  effortlessly,  and  even  remotely.  Which  means  deployments  that  used  to 
take  hours  can  be  completed  in  minutes.  Now,  there's  an  idea  with  potential. 
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HP  can  help  you  plan,  implement,  and  manage  your  infrastructure  with 
scalable  service  and  support  solutions  for  every  product,  and  every  business. 

Visit  hp.com/go/proliant35  or  call  1.800.282.6672,  option  5, 
and  mention  code  TMD  for  a  white  paper  on  adaptive  infrastructure 
and  a  free  trial  of  ProLiant  Essentials  software? 
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COMPANY  TO  WATCH 

Expand  Beyond 

Beyond  Wires 

Expand  Beyond  helps  DBAs  go  mobile 

BY  SCOTT  BERINATO 


NOTHING  RUINS  A  PARTY  faster  than  the 
database  admin  who  gets  paged  in  the  mid¬ 
dle  of  it  and  has  to  lug  out  the  laptop,  con¬ 
nect  to  the  home  office  and  reboot  a  server. 
Craig  Welch,  a  DBA  at  Cinergy,  says  he  had 
no  life  because,  as  the  only  Oracle  adminis¬ 
trator  at  his  company,  “even  when  I  wasn’t 
on  call,  I  was  on  call.” 

What  freed  Welch  from  being  chained 
to  the  servers  was  a  piece  of  software  from 
Expand  Beyond  called  PocketDBA,  which 
turns  his  PDA  into  a  wireless  command- 
and-control  device  for  his  servers.  It  is  to 
an  Oracle  database  what  the  remote  con¬ 
trol  is  to  a  TV  set. 

Ari  Kaplan,  CEO,  cofounder  and  acting 
chief  technology  officer  at  Expand  Beyond, 
invented  the  product  after  a  “eureka 
moment”  while  he  toiled  on  databases  at 
US  Robotics,  the  company  that  at  the  time 
made  PalmPilots.  Having  built  some  of  the 
biggest  databases  in  the  world  (at  Merck, 
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the  Chicago  Board  Options  Exchange,  in 
the  military  and  for  a  quarter  of  Major 
Hague  Baseball  teams,  for  example)  Kaplan 
knew  Welch’s  lack-of-social-life  status.  “I 
was  living  the  hard  life  too,”  he  says. 
(Kaplan  also  built  databases  for  Hallmark. 
Your  e-card-giving  holidays  were  his  hell 
days.)  His  software  is  elegant,  with  some 
iconic  command  functions  for  reboot,  shut 
down,  start  up  and  other  basic  functions. 
But  it  can  also  be  a  workhorse  by  letting 
the  IT  manager  switch  into  Unix  command 
line  function. 

Kaplan  says  it  was  quite  easy  to  port  the 
software  over  from  databases  to  general 
server  terminal  functions.  That  port 
became  the  product  PocketAdmin,  which 
Welch  says  he  often  uses  on  his  commute 
to  work.  The  process  of  lugging  out  the 
laptop  and  remotely  managing  servers, 
which  could  take  more  than  a  half  hour  at 
a  time — and  only  if  he  found  a  place  to 


watching... 

Expand  Beyond  Corp. 

Headquarters  Chicago 

Founded  June  2000 

Number  of  employees  35 

Products  PocketDBA,  PocketAdmin 

Reason  to  watch  Could  do  for 
databases  what  the  remote  control 
did  for  TVs 

Hurdles  Concerns  about  wireless 
security;  can  tools  keep  up  with 
ever-shifting  technology  they 
manage? 

Web  link  www.expandbeyond.com 
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connect — has  been  reduced  to  a  five-minute 
stylus-wielding  session  he  can  take  care  of 
at  stop  lights,  he  says. 

Convenient  was  just  about  a  touch  too 
convenient,  however.  Welch  had  to  fit  the 
I  technology  with  a  second  factor  of  authen- 
:  tication  before  his  security  team  let  him 
;  use  it.  (Kaplan  claims  the  company  has 
wireless  security  worked  out,  though,  and 
I  that  many  of  the  concerns  about  wireless 
■  being  open  to  hackers  sweeping  mini- 
;  dishes  through  the  air  are  nothing  more 
than  urban  legends.  That  may  or  may  not 
be  true,  but  not  listing  security  as  a  con¬ 
cern  about  wireless  is  a  mistake,  and  any 
IT  department  worth  its  salt  will  give  the 
technology  a  thorough  review  on  the  secu¬ 
rity  front  before  putting  it  on  all  the  IT 
department’s  handheld  devices.) 

Kaplan  says  there  are  other  hurdles  to 
consider  as  well.  One  is  a  lack  of  education 
about  wireless  technology,  which  while 
growing  rapidly  is  still  a  young  market  and 
is  still  focused  largely  on  the  everyday  con¬ 
sumer.  Wireless  communication  standards 
must  also  mature,  he  says.  If  he  doesn’t 
want  to  face  more  hurdles,  Kaplan  must 
also  add  support  for  databases  other  than 
Oracle’s,  like  DB2  and  Microsoft  SQL  data¬ 
bases.  He  says  the  company  is  doing  that 
right  now. 

The  company  isn’t  going  to  be  alone  in  its 
space  either.  PocketDBA  and  PocketAdmin 
are  just  two  of  the  first  applications  in  a 
new  class  of  applications  for  handheld 
devices,  says  IDG’s  Kevin  Burden,  program 
manager  for  smart  handheld  devices  serv¬ 
ices.  (IDC,  based  in  Framingham,  Mass.,  is 
a  sister  company  to  CIO’s  publisher,  CXO 
Media.) 

“People  use  handheld  devices  to  make 
themselves  mobile;  an  enterprise  should 
use  them  to  mobilize  applications,  not 
people,”  he  says.  “These  applications  do  it, 
and  Expand  Beyond  has  a  head  start  on 
the  market.” 

And  Craig  Welch  can  once  again  go  to 
parties  without  fearing  that  the  irritating 
buzzer  on  his  hip  will  wake  up  and  ruin 
his  night.  ■ 
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private  networks,  managed  security,  managed  Web  hosting,  or  any  number  of  services  that  extend  or  enhance 
your  company's  network,  the  Cisco  Powered  Network  designation  means  peace  of  mind.  You  can  be  confident 
that  your  service  provider  will  deliver  the  highest  standards  of  operational  excellence,  customer  service,  and 
support  -  all  over  an  end-to-end  Cisco  network. To  find  a  provider  that  offers  Cisco  Powered  Network  services 
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PUNDIT 

Broadband 

Provider  Wars 

Cable  and  DSL  broadband  vendors  need  to  shut  up  and  start 
delivering  by  bud  bates 


NOBODY  LIKES  A  WHINER.  But  the  DSL 

providers  acted  like  one  anyway.  And  now 
they’re  paying  the  price. 

Over  the  years,  a  number  of  executives 
at  the  regional  Bell  operating  companies 
(RBOCs)  stated  that  the  RBOCs  were  being 
treated  unfairly  under  the  Telecommunica¬ 
tions  Act  of  1996.  Those  execs  claimed  that 
the  only  way  high-speed  Internet  access 
would  proliferate  across  the  United  States 
was  if  government  forcibly  leveled  the  play¬ 
ing  field  by  making  the  cable  companies 
open  their  networks  to  competitors  in  the 
same  way  the  RBOCs  had  to.  The  RBOCs, 
it  seems,  initially  dragged  their  feet  in 
installing  broadband  services  to  their  cus¬ 
tomer  base  because  they  wanted  the  DSL 
service  to  be  unregulated  and  not  placed  in 
the  same  category  as  telephony.  Telephony, 
as  one  might  remember,  was  deregulated. 
But  providers  must  offer  competitors  access 
to  their  networks  at  a  reduced  fee  so  that 
they  can  get  into  the  market  without  hav¬ 
ing  to  put  up  poles- and  string  wires. 

But  the  RBOCs  weren’t  getting  their 
way,  so  they  delayed  the  rollout  of  DSL 
services,  hoping  to  ultimately  win  the  bat¬ 
tle  and  offer  high-speed  Internet  access 
without  giving  it  away  to  their  competitors. 

The  RBOCs  weren’t  completely  unrea¬ 
sonable  in  playing  this  strategy,  of  course. 
These  telcos  have  more  than  100  years  of 
experience  in  this  “wait  until  your  com¬ 
petitors  starve”  game.  And  they  were  suc¬ 
cessful  in  wiping  out  most  of  the  smaller 
DSL  suppliers  that  hoped  to  piggyback  on 
the  existing  networks.  Unfortunately  for  the 
carriers,  they  failed  to  see  the  cable  compa¬ 
nies  sneaking  up  from  behind. 

While  the  RBOCs  petitioned  the  courts 


These  telcos  have 
more  than  100 
years  of  experience 
in  this  “wait  until 
your  competitors 
starve”  game. 

- Bud  Bates 

and  called  their  representatives,  the  cable  TV 
companies  seized  the  opportunity  to  use  their 
infrastructure  for  broadband,  safe  in  the 
knowledge  that  they  wouldn’t  have  to  share 
their  networks  with  price-cutting  competi¬ 
tors.  That  edge  paid  off:  They  were  able  to 
win  customers  by  being  the  first  in  many 
markets  to  offer  high-speed  access.  Recent 
statistics  from  Leichtman  Research  Group 


indicate  that  cable  ISPs  are  still  outselling 
DSL  companies  by  nearly  2-to-l.  And  with 
corporate  futures  at  stake,  the  infamous  last 
mile  becomes  more  heated  every  day. 

Unfortunately,  much  of  the  competitive 
warmth  on  the  RBOC  side  is  nothing  but 
waste  heat.  Instead  of  crying  over  unfavor¬ 
able  competitive  and  regulatory  situations, 
these  large  carriers  should  be  racing  for¬ 
ward  with  new  infrastructure  to  support 
higher  speed  access  methods.  They  should 
be  putting  their  network  advantages  to  use 
for  business  customers  looking  for  lower- 
cost  connectivity.  They  should  be  upgrad¬ 
ing  their  data  networking  expertise.  Until 
they  do,  they’ll  continue  to  lose  ground — 
despite  innovations  and  improvements 
in  the  chipsets  and  protocols  that  provide 
DSL  services.  Voice-enabled  DSL,  voice- 
over-IP  over  DSL  and  a  host  of  other  bene¬ 
ficial  services  for  business  and  residential 
users  are  just  waiting  for  implementation. 

Not  that  the  cable  TV  companies  are 
fault-free.  Too  often  both  they  and  the 
RBOCs  place  services  in  motion  that  they 
cannot  sustain.  They  install  products  and 
services  that  they  cannot  maintain  or  that 
require  such  a  high  learning  curve  that  the 
end  user  is  the  one  who  suffers  the  most. 
The  collapse  of  the  @Home  service  caused 
all  the  cable  TV  companies  to  seek  new  serv¬ 
ice-providing  partners  and  transition  their 
customers  to  new  services — and  it  was  an 
ugly  transition  for  the  most  part.  Qwest  (an 
RBOC)  recently  migrated  all  its  residential 
DSL  customers  over  to  the  Microsoft  Net¬ 
work,  and  it  too  was  not  a  pretty  migration. 

Perhaps  if  these  providers  spent  more 
time  worrying  about  their  technology  and 
less  about  legislation,  the  moves  wouldn’t 
have  been  such  big  issues.  So  here’s  an  idea: 
Put  the  political  situation  on  the  back 
burner,  stop  the  whining,  and  get  on  with 
the  installation  and  testing  of  highly  reli¬ 
able,  high-quality  data  services.  If  you  build 
them,  we  will  buy  them.  BE! 


Bud  Bates  is  the  author  of  books  on  wireless 
broadband  and  GPRS  from  McGraw-Hill.  He  can 
be  reached  at  bud@tcic.com. 
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ERP  and  CRM 


In  eluded  Are: 

Your  peers  grade  the  big 
4  ERP/CRM  vendors'  performance  on 
features,  ROI,  software  quality,  ease  of 
integration,  and  vendor  services. 


Enterp 

as  Only 


rise  Software... 

Only  Your  Peers  Can  Tell  It. 

Trying  to  take  the  guesswork  out  of  implementing  an  ERP  or 
CRM  application  may  seem  like  an  impossible  task.  Between 
evaluating,  negotiating,  budgeting,  selecting,  and  executing 
the  plan,  the  "unknowns"  can  seem  daunting,  and  the  process 


never-ending. 

TURN  TO  YOUR  PEERS  — who  have  walked  this  path  before 
you  — for  advice.  The  2002  ERP  and  CRM  Vendor  Scorecard 
from  Peerstone  Research  captures  the  challenges,  benefits, 
and  advice  from  the  true  experts— 163  Enterprise  Application 
users  — real  practitioners  whose  experience  will  help  you  make 
the  right  decision  for  your  enterprise. 

For  only  $795,  the  2002  ERP  and  CRM  Vendor  Scorecard  is 

delivered  right  to  your  desktop  giving  you  immediate  access  to 
the  information  you  need.  Looking  for  peer-based  ratings  for 
enterprise  software  Systems  Integrators?  See  our  companion 
report,  the  2002  Systems  Integrator  Scorecard.  Printed 
copies,  volume  pricing  and  site  licenses  available  — see  our  web 
site  for  more  information. 


RESEARCH 


Reviews  of  the  vendors  and 
verbatim  comments  from  your  peers  — 
both  pro  and  con— for  each. 


Find  out  what  your  peers  are 
saying  about  enterprise  applications' 
ability  to  create  value,  how  to  derive  the 
maximum  benefit  from  ERP  or  CRM,  and 
all  the  other  implementation  questions 
keeping  you  up  at  night. 
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How  to  keep  your  employees  focused  on  IT  rather  than  layoffs 
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How  comfortable  do  you 
find  the  hot  seat?  E-mail 
Leadership  and  Management 
Editor  Edward  Prewitt  at 
hotseat@cio.com. 


BY  ERIC  BERKMAN 

It’s  been  a  dry  season  for  IS  groups.  So 
nobody’s  going  to  blame  you  if  your 
response  to  the  downturn  is  to  just  keep 
the  servers  serving,  the  help  desk  helping 
and  the  lights  on. 

Well,  guess  what:  This  recession  isn’t 
going  to  last  forever.  And  CIOs  who 
have  kept  their  staffs  energized  and 
focused  on  innovative  IT  will  help  their 
companies  shake  off  the  economic 
malaise,  ahead  of  competitors.  You  don’t 
need  massive  bonuses  and  multimillion- 
dollar  projects  to  keep  staff  engaged;  it 
can  be  done  in  small,  inexpensive  ways. 

If  you  don’t  focus  on  keeping  your 
employees  focused,  they’ll  be  out  of 
shape  and  unprepared  once  the  economy 
bounces  back,  or  worse  yet,  out  the  door. 
Sure,  people  are  motivated  by  the 
prospect  of  losing  a  paycheck — but 
money’s  not  everything.  “If  [employees] 
remember  staying  here  in  tough  times 
because  it  was  the  only  available  situa¬ 
tion,  you’ll  lose  them,”  says  Hank  Zup- 
nick,  CIO  of  GE  Capital  Real  Estate,  a 
$1.9  billion  real  estate  investment  com¬ 
pany  based  in  Stamford,  Conn. 

What’s  Their  Motivation? 

Perhaps  the  most  important  action  a 
CIO  can  take  to  keep  staffers  looking 
ahead  rather  than  over  their  shoulders  is 
to  make  sure  they  know  it’s  OK  to  fail. 
In  a  rough  economy,  where  IT  workers 
may  have  seen  friends  or  coworkers  lose 
their  jobs,  it’s  natural  that  they  might  be 
paranoid  about  doing  any  work  that 
involves  risk.  You  must  combat  this.  For 
example,  Dan  Horton,  CIO  of  S.C.  John¬ 
son  (the  makers  of  Johnson  Wax  and 
other  consumer  products)  in  Racine, 
Wis.,  recently  tried  to  pilot  an  enterprise 
portal.  Though  the  project  flopped,  team 


members  were  featured  in  a  company¬ 
wide  internal  communication  piece  dis¬ 
cussing  how  important  it  was  to  try  new 
things.  “It  showed  employees  that  even  if 
we  fail,  as  long  as  we  learn  something, 
it’s  encouraged  in  our  company — no 
matter  what  kind  of  economic  time  we’re 
in,”  he  says. 

Neil  Hastie,  CIO  and  senior  vice  pres¬ 
ident  of  Chicago-based  TruServ,  the 


Once  the  economy  rebounds,  employees 
will  remember  how  you  treated  them 
when  times  were  tight,  says  Hank 
Zupnick,  CIO  of  GE  Capital  Real  Estate. 

$2.6  billion  parent  company  of  True 
Value  Hardware,  saw  his  IT  budget  drop 
from  $58  million  to  $34  million  between 
2000  and  2001,  and  hold  flat  for  2002. 
Yet  he  was  still  able  to  initiate  “vendor- 
managed  data,”  an  ambitious  attempt  to 
wire  TruServ’s  hardware  supply  chain 
end-to-end,  enabling  even  the  smallest 
vendors  to  share  product  information  and 
custom  catalogs  online.  The  project  did 
succeed,  but  Hastie  was  concerned  from 
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the  outset  about  staff 
trepidation.  So  he  as¬ 
sured  them  that  he’d 
take  the  fall  for  any 
failure.  “Especially  dur¬ 
ing  an  economy  like 
this,  staff  are  good  businesspeople  too  and 
are  scared  to  make  mistakes  with  any 
dollars  at  stake,”  he  says.  “You  need  to 
give  them  100  percent  backing  that  it’s 
OK  for  them  if  it  doesn’t  work  out.” 

Another  crucial  motivational  tool  is 
recognition  of  and  reward  for  staff  suc¬ 
cess.  This  may  be  a  cliche,  but  if  employ¬ 
ees  feel  appreciated,  they’ll  run  through 
a  wall  for  you  no  matter  what  the  econ¬ 
omy’s  like,  and  they’ll  stick  around  when 
the  job  market  comes  back.  “People 
remember  how  you  treated  them  during 
tough  times,”  says  Zupnick.  “When  a 
headhunter  calls  with  a  job  that  pays 
$5,000  more,  if  you’re  good  to  them, 
they’ll  think,  Yeah,  but  does  this  [new 
opportunity]  let  me  accompany  my 
\  daughter’s  class  to  the  zoo  without  taking 
a  vacation  day?” 

Employee  recognition  has  to  come 
from  the  top.  Despite  losing  20  percent 
of  his  IT  capital  budget  last  year,  Steve 
Agnoli  has  continued  to  innovate  as  the 
Pittsburgh-based  CIO  of  Kirkpatrick  & 
Lockhart,  one  of  the  world’s  largest  law 
firms.  He  used  technology  from  an  exist¬ 
ing  PeopleSoft  HR  package  to  create  a 
one-stop-shop  portal  for  lawyers  and 
staff  to  access  all  their  knowledge-based 
tools  and  resources  from  a  single  place — 
a  tool  that  could  significantly  affect  how 
attorneys  practice.  The  project  required 
considerable  staff  energy,  so  Agnoli  made 
sure  the  firm’s  managing  partner  recog¬ 
nized  contributing  employees  individu¬ 
ally,  in  a  firmwide  communication. 
“Because  this  is  a  time  of  uncertainty,  it 
makes  them  feel  more  stable,  secure  and 
able  to  focus  on  things  that  really  mat¬ 
ter,”  Agnoli  says. 

Financial  rewards  are  a  tougher  nut  in 
this  economy.  It’s  hard  to  hand  out  cash 


when  budgets  are  shrinking.  But  you  can 
create  a  win-win  situation  by  rewarding 
employees  for  money  saved  or  costs 
avoided.  Hastie  did  just  that  with  the  net¬ 
working  manager  of  TruServ’s  vendor- 
managed  data  project.  It  concluded  three 
months  early,  saving  the  company  an  esti¬ 
mated  $1  million,  with  millions  more  to 
come,  says  Hastie.  He  declined  to  say 
how  big  a  bonus  his  employee  received 
but  hints,  “you  could  buy  a  new  high- 
definition  TV  with  what  he  got.” 

Only  Connect 

Another  way  for  CIOs  to  keep  staff 
thinking  big  is  to  initiate  regular  face-to- 
face  communication,  even  with  the  low¬ 


Capital  Real  Estate  recently  launched  a 
system  called  Market  at  a  Glance,  which 
uses  a  special  mapping  technology  to  give 
a  comprehensive,  real-time  picture  of  the 
commercial  real  estate  market.  An  em¬ 
ployee  had  been  hiding  this  idea  for 
nearly  a  year,  not  telling  anyone  about  it 
because  she  figured  there  would  be  no 
interest.  But  in  the  informal  setting  of  a 
skip-level  lunch  with  Zupnick,  she  felt 
comfortable  enough  to  mention  it.  He 
liked  it  and  brought  it  to  a  couple  of  sen¬ 
ior  businesspeople.  The  company  funded 
the  project  through  future  savings,  and 
Zupnick  says  it’s  paid  off  big.  Mean¬ 
while,  his  employee  got  a  president’s 
award  and  looked  like  a  hero  before  the 


THE  POWER  OF  POSITIVE  DOING 

Six  Ways  to  Energize  IS  Staffers 

During  Down  Times 


1  Demonstrate  that  risk-taking 
is  encouraged.  It’s  OK  for  employ¬ 
ees  to  fail. 

2  Publicly  recognize  outstanding 
effort.  Recognition  has  to  come 
from  the  top. 

3  Give  cash  rewards  for  money 
saved  or  costs  avoided.  Create 
a  win-win  situation  for  employees 
and  the  organization. 


4  Meet  face-to-face  regularly  with 
all  staffers.  Include  all  levels,  not 
just  your  direct  reports. 

5  Set  up  skunk  works.  IS  staffers 
value  technology. 

6  Preserve  staff  training,  even  if 
it’s  not  high-end.  Technologists 
need  to  keep  up  their  skills. 


est-ranking  IT  employees.  If  they  know 
you,  they’ll  feel  comfortable  with  you 
and  go  out  of  their  way  for  you,  says 
Zupnick.  That’s  why  he  schedules 
monthly  “skip-level”  lunches  with  each 
of  his  35  IT  employees,  six  to  eight  peo¬ 
ple  at  a  time,  as  well  as  quarterly  indi¬ 
vidual  sit-downs. 

He’s  found  that  these  meetings  can 
produce  great  things.  For  example,  GE 


whole  company.  “This  has  encouraged 
her  and  others  as  well  to  step  up  to  the 
bar,”  he  says. 

But  perhaps  the  best  way  to  keep  IT 
employees  in  good  shape  when  the  econ¬ 
omy’s  in  the  doldrums  is  to  entice  them 
with  what  really  turns  them  on:  toys. 
Megan  Petry,  vice  president  of  IS  at  the 
Kerr  Group,  a  $145  million  maker  of 
bottle  and  container  closures  based  in 
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Lancaster,  Pa.,  has 
done  this  with  secret 
skunk  works  projects, 
undertaken  without 
authority  from  upper 
management.  Her 
budget  was  slashed 
another  10  percent  last  year,  but  she  was 
required  to  implement  a  plant  shop-floor 
control  system  using  industrial  PCs.  She 
knew  the  PCs  would  take  a  huge  bite  out 
of  her  budget,  and  it  would  be  tough  to 
rally  her  staff  to  get  excited  about  work¬ 
ing  with  such  old-school  equipment.  So 
she  decided  instead  to  use  WebPads — 
handheld  radio-frequency-based  touch 
screen  PCs  designed  for  consumer  access 
to  the  Internet.  Each  one  cost  a  quarter  of 
what  an  industrial  PC  would  have  cost, 
and  the  staff  was  psyched  about  working 
with  such  newfangled  gadgets.  “They’re 
actually  excited  about  coming  to  work, 
and  they’re  no  longer  bitching  about 
picking  up  help  desk  calls,”  Petry  says. 

\  The  successful  implementation  has 
given  Petry  a  free  hand  to  work  on  other 
cool  projects,  she  says.  “By  showing  [the 
CEO  or  CFO]  a  result,  it  makes  them 
confident  that  in  a  bad  time,  I  can  come 
up  with  solutions  that  are  innovative  but 
maybe  not  as  expensive,”  she  says.  “And 
if  you  guess  right,  you  can  have  a  solu¬ 
tion  to  the  question  before  they  even  ask 
for  it.” 

Jerry  Gregoire,  former  CIO  of  Dell 
Computer  and  PepsiCo  (and  a  CIO  edi¬ 
tor  at  large),  says  skunk  works  are  a  great 
way  to  energize  IT  staffs  anytime,  not  just 
during  a  recession.  “The  big,  reengineer¬ 
ing  projects  are  much  less  interesting  to 
most  IT  people  than  skunk  works,”  he 
says.  “Give  them  something  new  to  do 
with  technology  and  let  them  work  in 
small  groups,  and  they’ll  get  really 
excited.” 

Agnoli  of  Kirkpatrick  &  Lockhart 
emphasizes  the  importance  of  preserving 
training  even  when  your  budget  is  tight. 
It’s  conventional  wisdom  that  in  tough 
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MANAGEMENT  BRIEFS 


Recruiting  Tips  for  Tight  Times 


Searches  Shift  to 
Executive  Qualities 

Most  CIOs  are  staying  put  in  their  job 
these  days,  waiting  for  the  lean  times 
to  turn  green  again.  Yet  the  market  for 
CIO  placements  is  only  down,  not  out, 
says  Kevin  Rosenberg,  managing 
director  of  BridgeGate,  an  executive 
search  company  based  in  Irvine,  Calif. 
“About  50  percent  of  the  client  com¬ 
munity  remembers  1991  and  knows 
what  to  do  in  a  downturn,  which  is  to 
look  for  the  very  best  people  to  lead 
you  out  of  it,”  he  says.  “The  other  50 
percent  needs  to  be  educated  on  why 
this  is  a  crucial  time  to  focus  on  the 
caliber  of  their  top  people.” 

Rosenberg  finds  that  the  criteria  for 
CIO  placements  have  shifted. 
“Companies  are  really  embracing  the 
well-rounded  CIOs:  people  who  are 
technical  but  worldly  and  who  have  the 
ability  to  articulate  ROI,  business 
impact  and  the  effect  of  the  technical 
solution,”  he  says.  BridgeGate  now 
looks  for  the  same  qualities  in  CIOs 
that  it  applies  to  CEO  and  COO 
searches.  “We  ask,  What  are  your 
decision-making  abilities,  your  leader¬ 
ship  skills?”  Rosenberg  says.  “It’s  no 
longer:  Have  you  implemented  Oracle? 
Do  you  know  SAP?” 

A  Better  Mousetrap  for 
Catching  Candidates 

Search  consultants  cater  to  the  CIO 
level,  but  when  CIOs  need  to  hire  IT 
staff,  they’re  on  their  own.  Enter 
eProNet,  a  targeted  job  board  started 
by  Stanford  University  in  1989.  Now 
owned  by  Boston-based  Experience.com, 
eProNet  links  potential  employers  with 
alumni  of  30  leading  universities  and 
graduate  schools. 


Mark  dos  Santos,  who  graduated 
from  Carnegie  Mellon  University  in 
1997  with  bachelor’s  and  master’s 
degrees  in  information  systems,  found 
a  job  through  eProNet  after  leaving  the 
U.S.  Navy  a  year  ago.  With  eProNet, 
“the  companies  that  contacted  me 
were  a  good  match,”  he  says.  “It 
seems  they  have  a  much  better  system 


for  fitting  your  skills  [with]  companies’ 
needs  than  other  job  places  I  used.”  In 
contrast,  after  he  posted  his  resume  on 
Monster.com’s  big  national  job  board, 

“I  got  many  calls  and  e-mails  that 
weren't  a  good  match.”  Dos  Santos 
landed  a  job  in  the  advanced  technol¬ 
ogy  group  of  Leapnet,  a  Chicago-based 
consulting  company. 

For  employers,  eProNet’s  main 
advantage  over  other  job  boards  lies  in 
its  tie  to  university  alumni  associations. 
“You're  frequently  looking  for  people 
who  are  gainfully  employed;  you’ve  got 
to  work  hard  to  find  skilled  IT  people,” 
says  Bill  Hecht,  executive  vice  president 
and  CEO  of  the  MIT  Alumni  Association 
in  Cambridge,  Mass.  “EProNet  is  a 
mode  that  allows  [IT  workers]  to  search 
on  a  less-than-active  basis.” 

-Edward  Prewitt 
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times,  training  is  one 
of  the  first  things  to 
go.  After  all,  it’s  tough 
to  demonstrate  direct 
ROI  for  training  to 
the  bean  counters. 
But  if  you  want  your  employees  up-to- 
date  and  enthusiastic  once  the  economy 
comes  back,  now  is  no  time  to  send  the 
message  that  you  don’t  care  about  their 
development. 

And  like  other  motivational  tools, 
training  doesn’t  have  to  cost  a  lot.  We’re 
not  necessarily  talking  about  five-day 
seminars  in  Las  Vegas,  Agnoli  points  out. 
In  addition  to  limited  formal  training,  he 
taps  into  training  with  vendors  (he  says 
most  will  put  on  free  or  low-cost  train¬ 
ing  sessions  as  a  way  of  getting  an  in  with 
users  during  the  recession),  and  he  utilizes 
what  he  calls  cross-training,  where 
staffers  will  train  each  other  on  their 
unique  skills.  “This  all  lets  your  staff 


“Staff  are  scared  to 
make  mistakes  with 
dollars  at  stake.  You 
need  to  give  them 
backing  that  it’s  OK 
if  a  project  doesn’t 
work  out.” 

-Neii  Hastie,  CIO,  TruServ 


know  that  you’re  interested  in  them,” 
says  Agnoli.  “You’re  telling  them,  We’re 
not  just  sitting  on  the  bench  while  the 
economy  is  bad.”  BE! 


How  do  you  keep  uplifted  during  the  downturn? 
Send  your  thoughts  to  Leadership  and 
Management  Editor  Edward  Prewitt  at 
eprewitt@cio.com.  Eric  Berkman,  a  freelance 
writer  in  Brookline,  Mass.,  can  be  reached  at 
eberkman@yahoo.com. 


Leadership  Agenda  by  susan  h.cramm 

Organizational 

Physics 

The  fundamental  laws  of  projects 

A  few  big,  expensive  projects  have  given  your  IS  organiza¬ 
tion  a  bad  name  and  overshadowed  all  the  other  wonder¬ 
ful  work  that  is  going  on.  In  the  middle  of  the  night,  you 
have  an  epiphany:  Big  projects  violate  organizational 
physics.  Consider  that: 

■  Competitive  industry  conditions  and  basic  human 
nature  limit  organizational  attention  spans  to  about  six  to 
12  months— far  less  than  the  duration  of  big  projects. 

■  Most  massive  initiatives  are  an  educated  guess  about  what  will  move  the 
business,  with  only  a  foggy  clue  about  “requirements.” 

■  Mere  mortal  project  managers  (the  kind  who  work  for  you)  cannot  bring 
projects  involving  more  than  50  people  over  the  finish  line  without  significant 
problems  with  time,  scope  or  budget. 

Rarely  are  organizations  abie  to  digest  big  projects.  It's  time  to  reframe 
these  projects  as  a  series  of  smaller,  $1  million  to  $2  million  initiatives.  To  get 
your  organization  focused  on  this  objective,  create  a  boundary  rule  that 
requires  all  projects  to  deliver  value  within  six  to  nine  months. 

Once  you  are  committed  to  this  cause,  you  will  have  to  spend  some  late 
nights  figuring  out  how  to  get  your  organization  to  deliver  value  within  this 
time  frame.  Successful  short-cycle  delivery  means  that  you  have  to  address 
three  key  challenges:  maintaining  an  unwavering  focus  on  value,  leveraging 
infrastructure  that  is  already  in  place  and  getting  a  few  senior  people  to  tout 
the  idea  as  their  own. 

VALUE  FOCUS.  You  will  gain  a  huge  amount  of  leverage  by  keeping  the 
initial  project  stages  focused  on  delivering  value— any  way  you  can.  That 
means  getting  the  business  sponsor  to  articulate  the  value  proposition  (using 
financial  and  operational  measurements),  analyzing  the  value  drivers,  taking 
baseline  measurements  and  conducting  tests.  You  will  need  to  cobble 
together  some  targeted  solutions,  using  existing  technology,  so  that  you  can 
find  out  what  factors  move  the  numbers  and  thereby  “discover”  the  project 
requirements. 

Back  when  I  had  a  real  job,  as  CIO  of  Taco  Bell,  my  team  simulated  a  field 
reporting  system  by  crunching  the  numbers  manually  and  delivering  information 
in  an  online  format  to  a  few  selected  markets.  We  learned  what  the  issues  were 
with  the  existing  data,  what  decisions  could  be  made  with  correctly  formatted 
and  timed  data,  and  what  oversight  was  necessary  to  reinforce  the  desired  new 
behaviors.  By  the  end  of  this  initial  period,  we  had  compiled  value-focused 
requirements  and  a  clear  understanding  of  the  risks  involved.  Our  next  project 

4' 

stage  involved  developing  an  enterprisewide  solution  in  three  months.  Although 
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it  wasn’t  pretty,  it 
supported  the 
company  for  a  few 
years  while  the 
necessary  business 
process,  manage¬ 
ment  and  skill  changes  were  seeded  in. 

LEVERAGED  INFRASTRUCTURE. 
Ironically,  short-cycle  projects  require 
a  long  view  of  infrastructure.  As  long  as 
you  fund  and  build  infrastructure  on  a 
project-by-project  basis,  you  will  be 
unable  to  accelerate  project  cycle 
times.  Instead,  build  infrastructure  in 
anticipation  of  the  need.  One  of  my 
executive  coaching  clients  calls  this  the 
build-to-deliver  strategy.  You  can  do 
this  by  wowing  everybody  with  a  great 
strategic  technology  vision  and  build¬ 
ing  up  a  prepaid  maintenance  account 
to  fund  infrastructure  enhancements  or 
replacements.  This  “taxation”  concept 
requires  defining  a  reasonable  level  of 
funding  based  on  some  kind  of  a 
benchmark— industry  or  internal 
spending.  For  example,  a  public  sector 
transportation  CIO  gets  an  automatic 
17  percent  per  year  for  every  develop¬ 
ment  dollar.  Other  companies  might 
set  a  per-revenue  unit  level  (for  exam¬ 
ple,  per  car  produced)  for  baseline 
operating  expenses  and  then  fund 
investments  through  measurements 
such  as  revenue  growth,  productivity  or 
economies  of  scale  efficiencies— or 
Moore’s  Law. 

At  the  same  time,  you  must  make  the 
best  use  of  your  existing  infrastructure, 
even  if  it’s  not  the  slickest  solution.  Ban 
replacements  and  duplicate  products— 
and  see  how  well  you  can  make  it  stick. 
Finally,  some  infrastructure  is  best 
outsourced.  You  convert  a  fixed  cost  to 
a  variable  cost  by  purchasing  only  the 
capacity  you  need  from  an  outside 
provider.  Keep  in-house  only  the 
infrastructure  that  you  can  prove  will 
serve  the  strategic  and  financial  inter¬ 
ests  of  the  company.  One  of  my  clients 


did  that  with  Web  hosting  and  is  on 
track  to  save  multiple  millions  per  year. 

SENIOR  SUPPORT,  Finally,  you  can 
gain  organizational  support  for  a 
short-cycle  strategic  focus  if  the  idea 
is  not  yours  alone.  Find  an  influential 
CXO  willing  to  be  the  “bad  guy,”  who 
will  mandate  that  every  project’s 
business  sponsor  must  commit  to 
delivering  value  in  six  to  nine  months. 
It's  in  the  sponsor’s  interest,  after  all. 
You’ll  look  like  a  hero  for  helping  the 
business  side— even  as  you  help 
yourself  by  getting  away  from  endless, 
resource-sucking  big  projects. 


Reader  Q&A 

Susan  H.  Cramm  answers 
questions  on  “ Organizational 
Physics” 

Q:  How  do  you  balance  the  managerial 
desire  to  set  achievable,  visible  targets 
with  the  organic  desire  that  all  organi¬ 
zations  have  for  refining  and  changing 
designs  and  definitions? 

A:  Your  question  underscores  the 
importance  of  defining  projects  so  that 
they  deliver  value  in  six  to  nine  months. 
The  organizational  desire  you  refer  to 
stems  from  the  constant  evolution  of 
our  perceptions  and  beliefs,  based  on 
changes  in  our  environment  and  what 
we  have  learned  from  our  previous 
actions.  If  we  help  the  business  realize 
value  quickly,  we  minimize  the  impact  of 
environmental  changes  and  we  enhance 
the  success  of  the  overall  program. 

Q:  Your  advice  is  good  for  the  private 
sector,  but  how  do  you  apply  these 
principles  in  the  public  sector,  where 
procurements  often  exceed  the  organi¬ 
zational  attention  span  you  describe? 

A:  Procurement  in  the  public  sector  is  a 
lengthy  process  because  of  the  work 
involved  with  preparing  an  RFP  (which 


Hot 

Seat 


includes  the  scope  of  work  and  require¬ 
ments)  and  obtaining  multiple  bids. 
Robert  Buse,  deputy  CIO  of  the  Arizona 
Department  of  Economic  Security,  be¬ 
lieves  that  if  you  plan  ahead,  the  public 
sector  procurement  process  should  not 
be  a  barrier  to  fast-cycle  development. 
He  says  that  “every  IT  organization 
should  build  a  working  relationship 
with  its  procurement  authority.  You 
would  be  surprised  how  fast  RFPs  can 
be  processed  when  you  have  taken  the 
time  and  made  the  effort  to  partner 
with  the  procurement  personnel.” 

Q:  How  would  a  management-by¬ 
projects  methodology  be  affected  by 
this  organizational  physics? 

A:  Utilizing  a  disciplined  project 
management  methodology  is  a  neces¬ 
sary,  but  not  sufficient,  condition  for 
project  success  because  these 
methodologies  do  not  ensure  business 
sponsor  accountability  for  results, 
real-world  metrics  and  short-cycle 
iterative  development. 

Q:  The  context  of  your  message  seems 
to  be  saying  that  organizational  strat¬ 
egy  can  be  a  shot  in  the  dark,  regard¬ 
less  of  the  capabilities  of  the  IT  group. 

A:  Strategy  is  not  a  shot  in  the  dark. 
Strategy  is  not  random  because  it’s 
formulated  by  leaders  who  have  exper¬ 
tise  in  both  the  marketplace  and  the 
organization.  It’s  more  like  a  series  of 
shots  at  a  fuzzy  target.  Even  IT  groups 
with  outstanding  capabilities  will  fail  if 
they  depend  on  long-cycle  approaches 
that  assume  the  world  is  certain  and 
the  cast  of  characters  is  stable.  BE! 


To  ask  Susan  H.  Cramm  questions,  go  to 
www.cio.com/leadership/agenda.html.  Cramm, 
a  former  CIO  at  Taco  Bell  and  former  CFO  at  the 
Chevys  restaurant  chain,  is  president  of 
Valuedance,  an  executive  coaching  firm  based 
in  San  Clemente,  Calif.  Her  e-mail  address  is 
shcramm@aol.com. 
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•  Explore  how  integration  creates  competitive  advantage 

•  Redefine  leadership  -  and  the  role  of  IT  -  in  the  next  business  epoch 

•  Target  the  emerging  technologies  that  will  change  your  business 

•  Share  lessons  learned  and  best  practices 
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Acxiom  Corporation 
EDS 

Fujitsu  PC  Corporation 

Fujitsu  Technology 
Solutions,  Inc. 

Hewlett-Packard 

Novell,  Inc. 

PeopleSoft,  Inc. 

Sterling  Commerce,  Inc, 

SupportSoft,  Inc. 

Wheelhouse 


This  year’s  CIO  100  Awards 
Ceremony  is  proudly 
underwritten  by 

PeopleSoft, 


SUNDAY,  AUGUST  18 

8:00  AM  -  1:30  PM 

Golf  Tournament 

Tee  up  with  CIO  and  our  Corporate 
Partners  on  The  Broadmoor’s  West 
Course,  designed  by  Robert  Trent 
Jones,  and  known  for  its  challenging, 
steeply-angled  greens. 

3:00  PM  -  5:00  PM 

Registration 

6:30  PM  -  8:00  PM 

Cafe  100  Reception 

Meet  and  network  with  other  partici¬ 
pants,  Award  honorees  and 
Symposium  Partners  in  our  informal 
networking  environment. 

MONDAY,  AUGUST  19: 

Today’s  Challenges 

7:00  AM  -  8:00  AM 

Registration  &  Breakfast 

8:00  AM  -  8:15  AM 

Conference  Welcome 

ABBIE  LUNDBERG 
Editor  in  Chief, 

CIO  Magazine 

8:15  AM  -  9:00  AM 

Future  Forewarned 

PAUL  SAFFO, 

Conference  Moderator 
Director  and  Roy  Amara  Fellow, 
Institute  for  the  Future 
What  business  and  technology  devel¬ 
opments  will  have  the  most  impact 
on  CIOs  in  the  year  to  come?  Saffo 
shares  his  choices  and  why  he  thinks 
these  are  the  key  ones  to  look  out  for. 


9:00  AM  -  9:45  AM 

Achieving  Global  Integration  at 
GM 

CHERRI  MUSSER 
CIO  -  Supply  Chain, 
eGM,  Onstar  Information 
Systems  &  Services 

9:45  AM  -  10:15  AM 

Innovation,  Leadership  and 
Integration 

CRAIG  CONWAY 
CEO,  PeopleSoft,  Inc. 

10:15  AM  -  10:45  AM 

Mid-Morning  Break 

10:45  AM  -  11:30  AM 

Supply  Chain  Lessons  Learned 
from  the  High-Tech  Implosion 

BUD  MATHAISEL 

Corporate  Vice  President  &  CIO, 

Solectron 

Inventory  write-offs  have  been  in  the 
billions  of  dollars.  This  has  been  a 
financial  problem  for  high-tech  com¬ 
panies,  and  a  particular  embarrass¬ 
ment  for  those  companies  with 
vaunted  Internet  connections  to  their 
suppliers  and  customers.  What  went 
wrong?  Was  it  the  systems,  process¬ 
es,  people  or  incentives  that  failed? 
Does  a  risk-based  approach  towards 
supply  chain  management  have 
potential?  Mathaisel  presents  his 
perspective  and  a  framework  for 
helping  to  prevent  the  reoccurrence 
of  this  expensive  set  of  mistakes. 

11:40  AM  -  1:15  PM 

Industry  Briefings 

Our  corporate  partners  present  case 


studies  and  sessions  on  deploying 
the  latest  technologies  and  services. 

1:15  PM  -  2:45  PM 

Working  Luncheon:  Special 
Presentation  on  Security  and 
Privacy 

This  session  is  produced  in  coopera¬ 
tion  with  the  National  Critical 
Infrastructure  Assurance  Office 
(CIAO)  in  the  US  Department  of 
Commerce. 

2:45  PM  -4:00  PM 

Privacy,  the  Law  and  CIOs 

CHRIS  HOOFNAGLE 
Legislative  Counsel, 

Electronic  Privacy 
Information  Center 
Like  it  or  not,  as  a  CIO 
you  will  be  highly  involved 
in  your  organization's  electronic 
privacy  policies  —  and  their  legal 
ramifications.  We  look  at  current  and 
proposed  legislation  that  will  have 
major  impact  on  CIOs,  their 
corporate  officers,  customers  and 
employees. 

4:00  PM  -  5:30  PM 

CIO  Executive  Mindshares 

Small  working  groups  explore  the 
leadership  challenges  and  best  prac¬ 
tices  of  specific,  critical  IT/business 
topics.  Members  share  experiences, 
lessons  learned,  mistakes  and  suc¬ 
cesses,  and  new  ideas  for  tackling 
common  problems.  Session  participa¬ 
tion  is  limited  to  CIOs  and  senior  IT 
executives. 


To  enroll  or  for  more  information,  call  800  355-0246,  fax  the  form 
to  508  879-7720,  or  visit  our  Web  site  at  www.cio.com/conferences 
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6:00  PM  -  7:00  PM 
Cafe  100  Reception 

Catch  up  with  our  Symposium 
Partners  and  other  participants  in 
our  informal  networking  lounge. 
Develop  relationships  with  peers 
who  will  serve  as  sources  of  infor¬ 
mation  and  inspiration. 

TUESDAY,  AUGUST  20: 

Tomorrow's 

Opportunities 

7:00  AM  -  8:00  AM 
Breakfast  &  Informal 
Roundtable  Discussions 

Gather  with  CIO  magazine  editors 
and  fellow  attendees  to  discuss 
common  problems  and  possible 
solutions.  Each  table  has  a  specific 
topic:  choose  one  and  join  in. 

8:00  AM  -  8:15  AM 

Welcome 

PAUL  SAFFO 

8:15  AM  -  9:15  AM 
The  Information  Revolution: 
Why  This  is  Just  the  End  of 
the  Beginning 

W.  BRIAN  ARTHUR 
Citibank  Professor, 

Santa  Fe  Institute 
According  to  history,  in 
the  first  stage  of  a  technology  revo¬ 
lution,  a  period  of  speculation  is  fol¬ 
lowed  by  a  crash.  But  we  can  expect 
more  real  innovation  to  come  in  the 
great  build-out  that  follows,  this 
time  driven  by  the  interconnection 
of  business  and  the  appearance  of 
Web-based  services. 


9:15  AM  -  10:45  AM 

The  Future  of  Technology  in 

Business 

Panelists: 

DR.  JEAN-FRANCOIS  ABRAMATIC 
Former  Chairman, 

International  World  Wide 

Web  Consortium 

ROBERT  J.  BERGER 

Chairman  &  CTO,  Ultra  Devices,  Inc, 

PAUL  GUSTAFSON 

Senior  Partner,  Leading  Edge 

Forum,  CSC 

JEFF  WACKER 

Vice  President,  CTO  &  EDS  Fellow, 
EDS 

While  the  pace  of  innovation  and 
change  in  the  tech  sector  has 
slowed  dramatically,  the  real  build¬ 
out  —  and  the  real  transformation 
of  business  —  is  yet  to  come.  New 
developments  like  the  semantic 
web,  virtual  reality  modeling  lan¬ 
guage  (VRML),  wireless  everywhere, 
cutting-edge  security  tools  and  tech¬ 
niques,  and  the  ability  of  organiza¬ 
tions  to  store  and  manage  over  a 
petabyte  of  information  will  make 
things  possible  that  only  the  futur¬ 
ists  dreamed  about  before.  This 
panel  of  leading  technologists 
explores  some  of  these  critical 
areas. 

10:45  AM  -  11:15  AM 

Mid-Morning  Break 

11:15  AM  -  12:55  PM 

Industry  Briefings 

1:00  PM  -  2:15  PM 
Networking  Luncheon 

Savor  lunch  and  the  beautiful  view 
from  the  Lakeside  Terrace  while 
you  extend  your  peer  network. 


2:30  PM  -  3:30  PM 
Leading  in  the  Next 
Business/IT  Epoch 
Moderator: 

ABBIE  LUNDBERG 
Editor  in  Chief, 

CIO  Magazine 
Panelists: 

ROB  CARTER 
CIO  &  Executive  Vice 
President,  FedEx 
Corporation 
JERI  DUNN 
CIO,  Nestle  USA,  Inc. 

REBECCA  RHOADS 
CIO,  Raytheon  Company  | 

IT  is  more  exposed  to, 
and  embedded  in,  the 
business  than  ever  before.  As  we 
emerge  from  the  recession,  what 
will  be  the  next  IT  epoch,  and  how 
will  CIOs  best  lead  their  organiza¬ 
tions  into  it?  This  roundtable  of  CIO 
100  Honorees  discusses  our  current 
state  of  evolution,  where  we’re 
heading  and  the  requirements  of 
the  IT  leadership  role,  including 
shifting  accountability,  governance 
and  organization  models,  the  chal¬ 
lenge  of  ROI,  and  transformation  vs. 
enablement. 


The  Broadmoor 

The  Broadmoor  Located  in 
Colorado  Springs  at  the  foot  of  the 
Rockies,  The  Broadmoor  provides 
an  environment  of  unparalleled 
beauty  and  luxury  surrounded  by 
the  mountains  and  centered  by 
Cheyenne  Lake. 

Altitude  Caution:  For  your  safety  and  comfort, 
please  be  aware  that  The  Broadmoor  is  just  over 
6000  ft.  above  sea  level. 


3:30  PM  -  4:15  PM 
Closing  Keynote 

MICHAEL  SCHRAGE 
Inventor,  Columnist  and  Author  of 
" Serious  Play:  How  the  World's 
Best  Companies  Simulate  to 
Innovate" 

4:15  PM  -  4:30  PM 

Closing  Comments 

PAUL  SAFFO  &  ABBIE  LUNDBERG 

4:30  PM  -  6:30  PM 

Free  Time/Informal 
Networking 

6:30  PM  -  7:00  PM 

CIO  100  Awards  Reception 

Put  on  the  evening  wear  for  our 
special  black  tie  reception,  followed 
by  dinner  and  the  awards  ceremony 
to  recognize  this  year’s  CIO  100 
Award  Honorees. 

7:00  PM  -  9:30  PM 

CIO  100  Awards  Dinner  and 
Ceremony 

9:30  PM  -  11:00  PM 

Dessert  Reception 
Hosted  by  CIO  100  Awards 
Ceremony  Underwriter, 
PeopleSoft,  Inc. 

Cap  off  the  evening  with  a  special 
post-awards  reception. 


CIO  100  SYMPOSIUM  &  AWARDS 
AUGUST  18-20,  2002 
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ENROLLMENT  APPLICATION 

□  I  won’t  be  able  to  attend,  but  please  keep  me  updated  on  future 
CIO  events. 


NAME 


TITLE 


COMPANY 


ADDRESS  MAIL  STOP 


TELEPHONE  FAX 


CITY,  STATE,  ZIP 


E-MAIL  ADDRESS  WEBSITE  URL 


NAME  AS  YOU  WANT  IT  TO  APPEAR  ON  YOUR  BADGE 

□  I  will  be  attending  the  Awards  Ceremony  Dinner  on  Tuesday 
evening. 

□  I  will  bring  a  companion  at  the  cost  of  $375.  (Please  note: 
Companion  Program  details  under  enrollment  fees) 


NAME  OF  MY  COMPANION 

□  My  companion  will  attend  the  USAFA  Garden  of  the  Gods  tour 
Monday  Morning. 

□  My  companion  will  be  attending  the  Awards  Ceremony  Dinner  on 
Tuesday  evening. 

WHAT  IS... 

YOUR  PRIMARY  INDUSTRY? 


YOUR  ORGANIZATION'S  ANNUAL  REVENUES  OR  ASSETS? 


YOUR  ANNUAL  IT  BUDGET? 


If  this  is  your  first  CIO  event, 
your  business  card  is  required 
to  process  your  registration. 
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ENROLLMENT  FEES 

□  IS  Practitioner/Executive  $2,195 

Please  make  your  hotel  reservations  immediately  by  calling  CIO 
Conference  Housing  at  800  514-7639.  To  receive  the  discounted  rate, 
please  mention  you  are  attending  CIO  100  when  making  your  reservations. 
Be  sure  to  guarantee  your  room  with  a  credit  card,  as  all  unreserved  or 
unguaranteed  rooms  will  be  released  on  July  5,  2002.  Hotel  reservations, 
cancellations  and  charges  are  your  responsibility.  If  a  Symposium 
Enrollment  Form  is  not  received  within  48  hours  of  making  your  hotel 
reservation,  your  room  will  be  released  from  the  CIO  100  room  block. 

□  US  Federal  Government/Military  $2,495 

This  fee  includes  your  hotel  for  three  nights.  CXO  will  make  your  hotel 
reservations  for  arrival  Sunday,  August  18  and  departure  Wednesday, 
August  21.  Additional  hotel  reservations  are  your  responsibility. 

□  Companion  Program  $375 

This  fee  includes  all  scheduled  meals,  receptions  and  entertainment, 
planned  companion  activities  and  the  CIO  100  Dinner  &  Awards  Ceremony. 
Companions  are  not  eligible  to  participate  in  the  golf  tournament  or 
Symposium  sessions.  Companions  must  be  enrolled  in  this  program  to 
attend  any  Symposium  function. 

□  Sales/Marketing/Consulting  $10,000 

This  fee  applies  if  you  hold  a  sales,  marketing,  business  development  or 
consulting  position,  including  executive  management  of  IT  vendor  and  con¬ 
sulting  companies.  This  enrollment  fee  is  payable  by  company  check  only 
and  does  not  include  three  nights  hotel.  CXO  will  make  the  final  determi¬ 
nation  of  this  category. 

PAYMENT 

□  Check  enclosed.  Mail  to: 

Executive  Programs,  CXO  Media  Inc.,  P3620,  Boston,  MA  02241-3620 

□  P.O.  # _ 

□  MC  □  Visa  □  AmEx 


ACCT.  #  EXP. 


SIGNATURE 

All  fees  must  be  paid  prior  to  the  Symposium,  and  all  cancellations  and 
changes  must  be  made  in  writing.  Transportation,  hotel  and  recreation  are 
your  responsibility.  You  may  cancel  your  Symposium  attendance  up  to  July 
19,  2002  without  penalty.  A  $900  administration  fee  will  be  imposed  for 
cancellations  received  between  July  20  -  August  2,  2002.  No  refund  or 
credit  will  be  given  for  cancellations  received  on  or  after  August  2,  2002 
or  for  no-shows.  CXO  reserves  the  right  to  limit  attendance  to  practitioners 
and  Partner  organizations. 


To  enroll  or  for  more  information,  call  800  355-0246,  fax  this  enrollment  form  to  508  879-7720,  or  visit  our  Web  site  at 

www.cio.com/conferences 
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COVER  STORY  I 
Customer  References 

By  Sarah  D.  Scalet  I  42 

Though  reference  checks  are  critical  in 
the  software  selection  process,  CIOs 
generally  don’t  know — or  at  least 
don’t  acknowledge — that  individuals  and 
companies  serving  as  references  are  likely  to 
get  things  that  average  customers  never  get: 
preferential  treatment,  influence  on  the 
development  cycle,  even  cash  rebates.  Not 
only  does  this  compromise  the  reference’s 
credibility  and  value,  it  may  even  violate 
their  own  company’s  ethics  policies.  If  you 
are  thinking  of  becoming  a  reference,  the 
safest  practice  is  to  accept  nothing  from  the 
vendor  except  thanks.  As  for  CIOs  using 
references,  it’s  a  good  idea  to  ask  what  the 
reference  has  received  from  the  vendor  in 
exchange  for  talking  to  you.  Even  then,  the 
best  bet  is  to  use  references  not  for  choosing 
a  vendor  solution  but  to  pick  up  intelligence 
to  help  in  contract  negotiations  and  tips  for 
implementation. 


“We  do  have  rewards  for 
customer  references, 
and  it’s  kind  of  like  a 
frequent  flier  program. 
The  reference  earns 
points,  and  those 
points  can  be  used  for 
things  like  a  pass  to 
one  of  our  member 
conferences.’’ 


-HEATHER  LOISEL,  VICE  PRESIDENT 
OF  GLOBAL  SALES  PRODUCTIVITY, 

PEOPLESOFT 


Staffing  for  the  Economic  Recovery  By  Alice  Dragoon  I  50 

WHEN  THE  ECONOMY  IMPROVES,  as  inevitably  it  will,  the  pent-up  demand  for  IT  will  incite 
a  scramble  for  talent  that  will  leave  the  unprepared  organization  in  the  dust.  A  CIO  study  shows  this 
rush  has  already  begun,  with  19  percent  of  respondents  already  ramping  up  IT  staff,  and  27  percent 
planning  to  hire  in  the  third  and  fourth  quarter  of  2002.  To  avoid  getting  caught  unprepared,  CIOs 
must  first  identify  what  IT  work  must  happen  to  support  their  company’s  post-recovery  goals,  and 
what  IT  skills  and  competencies  will  be  needed  to  provide  that  support.  Also,  identify  the  specific 
business  indicators  that  will  signal  an  imminent  spike  in  the  business’s  demand  for  IT  services. 
CitiStreet  CIO  Barry  Strasnick,  for  example,  will  watch  for  when  the  S&P  500  reaches  1200.  Then 
negotiate  now  with  executive  management  to  remove  budgetary  and  hiring  restrictions  before  the 
current  buyer’s  market  evaporates.  In  other  words,  companies  need  to  manage  for  recovery,  not  con¬ 
straint.  Bank  One,  Northwestern  Mutual  and  UPS  are  among  those  embarking  on  a  recovery  hiring 
strategy.  Bank  One,  which  at  press  time  has  filled  745  of  the  996  IT  positions  it  plans  to  add,  has 
been  able  to  lure  employees  from  top  technology  companies — workers  who  two  years  ago  would  not 
have  returned  the  bank’s  phone  calls. 

Retail  E-Commerce  Integration  By  Meridith  Levinson  I  62 

SEAMLESS  MULTICHANNEL  RETAILING  has  become  a  customer  expectation.  While  many 
retailers  allow  Web  shoppers  to  return  items  to  physical  stores,  few  offer  the  full  “  buy  online,  pick 
up  in  store”  capability  because  of  the  difficult  integration  of  technologies  and  business  processes. 
The  few  pioneering  companies  that  have  succeeded  in  this,  such  as  Sears  and  Circuit  City,  have 
done  so  by  patching  systems  together,  leveraging  robust  point-of-sale  systems,  implementing  real¬ 
time  inventory  and  layering  new  rules  on  top  of  existing  business  processes.  For  example,  Sears  had 
to  enable  stores  to  receive  sale  transaction  data  from  other  locations,  such  as  the  Web,  so  it  wrote 
an  application  that  made  a  Web-generated  transaction  look  identical  to  a  store  transaction.  The 
biggest  challenge  was  transforming  an  inventory  system  that  was  updated  on  a  nightly  basis  to  a 
real-time,  Web-enabled  system.  Cost  is  another  obstacle,  and  because  of  this,  some  retailers,  such 
as  Eddie  Bauer,  have  no  plans  to  enable  store  pickup  for  Web  orders. 

Emerging  Technology:  Mainstream  GIS  By  Daintry  Duffy  I  70 

THE  PACKAGING  AND  SALE  OF  G.I.S^USEFUL  DATA — from  basic  street  maps  to 
census  figures  to  business  locations — has  greatly  reduced  both  the  cost  and  time  needed  to  get 
a  geographic  information  system  up  and  running.  GIS  applications  can  easily  integrate  with 
others,  thanks  to  industry-standard  databases  and  programming  interfaces.  And  they  can  now 
be  used  in  a  distributed  environment  and  even  over  the  Web.  All  this  means  is  that  GIS  is 
poised  for  significant  mainstream  growth.  For  businesses,  the  biggest  GIS  story  may  well  be 
Web  services.  A  number  of  smaller  vendors  are  providing  companies  with  the  ability  to  do 
complex  spatial  queries  with  enterprise  data  through  a  Web  interface.  Those  companies  will 
host  your  data  and  even  combine  it  with  other  third-party  data  resources.  Another  important 
emerging  area  will  be  location-based  services,  which  is  the  wireless  application  of  GIS,  ranging 
from  consumer  navigation  systems  in  cars  to  business  uses  such  as  petroleum  prospecting  and 
exploration. 
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